








Observations and Comments on the Proposed Regulations

The Hartford supports the comments of the Committee of Annuity Insurers and the
American Council of Life Insurers.

The Hartford is a member of both the American Council of Life Insurers ("ACLI") and the
Committee of Annuity Insurers ("CAI"). We participated in the preparation of the
comment letters submitted by the ACLI and the CAl and support the comments of both
organizations.

In particular, we believe it is critical that the Department’s final regulation make it very
clear that the general fiduciary standard applicable to the selection of an annuity provider
is the same general fiduciary standard that would apply to the selection by a plan
fiduciary of any plan investment option or any plan service provider. It is our firm belief
that the retention of any standard, other than the general fiduciary standard, will greatly
reduce the number of plan fiduciaries that will be willing to provide their participants with
the option of purchasing guaranteed lifetime retirement income.

The final regulation would be improved if it more clearly recognized and acknowledged
that, within the context of a defined contribution plan, the decision fo invest in a payout
annuity is a pariicipant investment decision, largely indistinguishable from that of other
participant investment decisions.

For the vast majority of defined contribution plans, the primary distribution mode is either
a lump sum payment or a rollover to an individual retirement account. When a plan
offers alternate distribution options, such as an annuity or some form of systematic
withdrawal, it is invariably a participant decision to use these alternatives. There should
be some reference in the final regulation or its preamble to acknowledge this fact.

As with any other defined confribution plan investment option, the selection of a
particular provider remains a fiduciary decision subject to the general fiduciary standards
of ERISA. However, in the typical defined contribution plan the actual decision to invest
in the annuity of the selected provider is made by the individual plan participant.

The Department should clearly acknowledge that the general statement of the plan
fiduciary’s overall fiduciary obligation is not intended to imply unavailability of any other
protections which may be available with respect to a participant’s exercise of investment
direction over his or her plan account.

This is especially true as, a participant’s options are not limited to one of purchasing or
not purchasing the annuity from the annuity provider selected by the plan fiduciary.
When benefit eligible, a participant may elect to rollover some or all of his plan account
balance to an insurer he selects for investment in an individual retirement annuity which
provides the opportunity for annuity payouts.



3. The Depariment should consider the importance of providing pariicipants with
appropriate information so that they can make an informed decision with regard to
investing in a payout annuity.

A payout annuity, especially a fixed payout annuity, is fundamentally a highly
conservative investment vehicle that is uniquely designed to meet the basic retirement
income needs of a person at or nearing retirement age. In particular, it is the only
generally available investment vehicle that provides a known amount of retirement
income that is guaranteed for life. However, a decision to invest in a payout annuity
does involve some considerations that are not typically present in other investment
decisions.

It would be appropriate for the Department to consider guidance as to the type of
information and education plan fiduciaries should consider providing participants to
assist in their decision whether to invest in a payout annuity.

When a plan fiduciary has selected an income annuity product to be used as an
investment or distribution option, that information could include a discussion of the
specific product features and the factors a participant should consider in deciding
whether to invest in the annuity.

The goal of such a requirement would be to assure that each participant has sufficient

information, consistent with the overall requirements of §404(c), to make the investment
decision to purchase an annuity through his or her employer’s plan.

We appreciate the opportunity to provide these comments and would be happy to provide
additional information.

Very truly yours,
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