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Introduction

My name is Mike Westhoven, and | am a Product and Business Development leader within DST System’s
Retirement Solutions business. | am honored to submit testimony to the ERISA Advisory Council on a
subject that is critical to preparing Americans for retirement. At DST we share the council’s belief that a
safe, secure, and happy retirement should be within the grasp for all retirees.

In my testimony | will share some background on DST Systems and the scope and scale of the work
being done today, the existing technology and processes that currently help tens of thousands of
participants rollover accounts between defined contribution plans and IRA accounts, and how this
technology framework of connectivity and services can be applied to plan-to-plan transfers.

About DST Systems

DST is a leading provider of specialized technology, strategic advisory, and business operations
outsourcing to the financial and healthcare industries. We help clients master complexity in the world's
most demanding industries to help them to stay ahead of and capitalize on ever-changing customer,
business and regulatory requirements. DST along with its affiliates operates with ~13,000 employees
and had operating revenues of over $2B in 2015 with Financial Services clients in Mutual Funds,
Brokerage and Retirement as well as Healthcare Services clients.

DST’s Positions in Key Markets

Transfer Agency Largest third-party provider of US mutual fund shareholder recordkeeping
Largest third-party processor in the UK

Retirement Leading provider of ASP and BPO defined contribution recordkeeping
Second largest defined recordkeeping platform when current conversions are completed

Brokerage Vision/Vision HomeOffice are the most widely used web-based account aggregation
sources for advisors and broker-dealers
Second largest subaccounting platform

Healthcare Largest Medicare Part D pharmacy claims processor in the industry
Providing health plan administration solutions and medical claims processing products
since 1976
Providing independent customized pharmacy benefit solutions since 1987
Insurance Currently providing services to 23 of the top 25 US life insurance carriers
Communications One of the largest First-Class™ mailersin US

The Need for Plan-To-Plan Transfers

Within the retirement services industry, participants separating from service typically don’t understand

the distribution options they have. In fact, the distribution event is often the most complicated decision
a participant has to make with respect to a plan — far more complicated than the decision to enroll — but
they typically receive little guidance or information when making this important decision.

With the advent of the baby boomers moving into retirement, and people changing jobs more
frequently, we have seen IRA Providers ramp up services to support participants in the IRA rollover
process. But little has changed in terms of the processes or services available to participants who want
to evaluate and compare all four of their distribution options — including rolling their savings into their



new employer’s plan. This option still requires a participant to verify that their new employer will accept
rollovers, to coordinate the transfer of their savings between two separate plan administrators, and to
comply with the requirements to validate their savings as tax-qualified retirement assets.

A study conducted by The Government Accountability Office (GAQO) entitled “Labor and IRS Could
Improve the Rollover Process for Participants” highlighted the fact that the Department of Labor and the
IRS should take steps to simplify the plan-to-plan transfer process for participants to ensure that
participants receive complete and timely information about all their distribution options when
separating from service.

The GAO found that several factors make the plan-to-plan transfer process overwhelming for all but the
most motivated and knowledgeable plan participants. Such factors include:

o Waiting periods to roll into a new employer’s plan

e Complex verification procedures to ensure savings are tax-qualified

e Broad divergences in required plan paperwork and forms

These impediments all make IRA rollovers the more attractive choice by far, especially considering the
level of service and attention IRA providers provide to participants when they roll their savings into an
IRA.

One of the main obstacles in processing a plan-to-plan rollover is how to process the distribution from
the prior recordkeeper. Paperwork, lack of cooperation, and various levels of approvals all make this a
very daunting task to undertake. Many firms have created groups in their asset retention or
recordkeeping call centers to manage the library of forms required to support rollovers into plans at
their institutions.

DST’s RolloverCentral® Solution

A plan-to-plan transfer between two defined contribution plans is almost always accomplished through
a rollover. While there are differences, this plan-to-plan rollover shares many similarities to a rollover to
an IRA and a review of existing successful solutions in the search for best practices is worth the effort.
RolloverCentral is a tool to educate users about all distribution options — including rollovers — while
maintaining focus on retirement goals. In the past two years, over 69,000 participants have rolled over
accounts valued at $6.7B through RolloverCentral. This is possible because the platform is integrated
with 14 of the top 25 defined contribution recordkeepers and leading IRA Providers creating a roundtrip
rollover process that significantly reduces paperwork and a participant’s time out of market. This is an
example of how technology can be leveraged to better educate participants and streamline processes so
that participants can make better more informed decisions to preserve their retirement savings. Below
is a brief description of the services.



What the IRA Rollover Solution Looks Like Today
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Transaction Execution

For those participants who do decide to rollover to either a new or existing IRA, RolloverCentral applies
applicable recordkeeper, plan and product provider processes, facilitates the completion of required
forms for both distribution and acceptance, and provides funding instructions to facilitate a fast and
process designed to minimize errors. The application also supports a Rollover to New Employer’s Plan
option to support some participating recordkeepers in capturing the information needed from
participants to facilitate these plan rollovers.

Supporting Plan-to-Plan Portability

Expanding RolloverCentral to fully accommodate plan-to-plan rollovers requires accommodations
specific to the receiving recordkeeper and plan. Currently, there is a great deal of variability in the way
plans choose to manage both distributions from and transfers into their plans. This is driven by plan
rules and existing distribution and transfer processes that are not uniform across plans or providers.
This variability is accommodated on the distribution side within the IRA rollover process, but the transfer
in process presents additional challenges. The first is that a participant ideally needs to know that their
destination plan is able and willing to take the rollover before even starting the distribution process.
Assuming that the way is clear, the participant then needs access to the required form associated with
that destination recordkeeper and plan. Lastly, this participant should have a means to do some level of
evaluation of the plans to validate their course of action.



To support these efforts three main components would need to be added to the existing RolloverCentral
process:
1. Library of recordkeeper/plan rules for acceptance along with funding instructions
2. Expand data shared/connectivity to recordkeepers (forms/rules/instructions)
3. Tools to evaluate/compare old plan line-up and plan fees with new plan line-up and fees and
perhaps a plan benchmark by plan size category (e.g., Brightscope)

The service points associated with these changes in support of the plan-to-plan rollover process would
be:

e Participating firms would connect to RolloverCentral to access the platform to support the
completion of forms or interfaces for plan-to-plan rollovers.

e Service representatives would obtain information from participants about the plan they want to
roll their savings to and enter the information into the Plan Look Up function within the
platform.

e Representatives would identify the plan and confirm that the plan allows rollovers-in;
Representatives can then access rollover-in requirements for the plan and directly complete
required forms by entering the participant’s information.

e Completed forms and materials can be electronically signed or mailed to participants for
completion.

Recommendations

In the case of plan-to-plan rollovers, the variation in processing procedures and the lack of conformity to
an industry standard across plans on both the sending and receiving side is the main source of
complexity. It should be noted that not all variation could or should be eliminated as individual plans
will continue to make rules they believe to be in their best interests. However, the reduction in purely
administrative variation or circumstances that create varied plan responses directly improves speed and
efficiency. Regardless of underlying complexity, technology like RolloverCentral can be leveraged to
make the process faster and more efficient for participants encouraging a lifetime of plan participation.

Top Recommendations:
1. Setting standards at a recordkeeper level versus a plan level would be a good first step with the
ultimate goal of standards at an industry level. These standards would target:
e Forms on distributions from plans
e Forms for transfer into plans

2. Onthe procedural side, the use and acceptance of ACH wire for the movement of money would
hugely reduce the complexity and time. Frequently a participant is forced to act as a go-
between between the two plans/recordkeepers introducing errors by bringing a novice into
process requiring expertise. Even when all processes are executed properly, checks can extend
a participant’s time-out-of market and lost checks and stale dated checks drive the potential for
rework.



