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Ladies and Gentlemen:

The Hartford Financial Services Group, Inc. (NYSE: HIG) (“The Hartford”) appreciates the
opportunity to comment in response to the request for information (“RFI”) by the Department of
Labor (“DOL”) and the Department of the Treasury (“Treasury”) (collectively, the “Agencies”)
regarding lifetime income options for participants and beneficiaries in retirement plans. We
commend the Agencies for undertaking this effort to learn more about guaranteed lifetime
income products, and for their wilingness to consider possible rulemaking to facilitate their use.
In this comment letter, we will provide our perspective on recent trends in retirement saving and
planning, and on the various impediments to broader usage of guaranteed lifetime income
products. We will also describe our recent efforts to address some of those impediments, and
offer some recommendations as to what the Agencies can do to help.

Founded in 1810, The Hartford is one of the largest investment and insurance companies based
in the United States. A Fortune 100 Company, The Hartford is a leading provider of investment
products — annuities, mutual funds, college savings plans — as well as life insurance, group and
employee benefits, automobile and homeowners’ insurance, and business insurance. The
Hartford serves millions of customers worldwide - including individuals, institutions, and
businesses — through independent agents and brokers, financial institutions, and online services.
After 200 years in business, The Hartford is known for its financial strength and stability, superior
customer service, and continued operational excellence.

Hartford Life Insurance Company
200 Hopmeadow Street
Simsbury, CT 06089

860-323-2182

860-843-6958

Mailing Address: P.O. Box 2999
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The Hartford’s retirement plans business is a recognized industry leading service provider, with 40
years of experience with defined contribution plans. We offer 401(k) plans for small and mid-
sized corporate customers, 457 plans for government entities, and 403(b) plans for education,
healthcare and other not-for-profit providers. We support over 30,000 plans and 1.5 million
participants, with over $49.5 bilion in retrement plan assets under management or
administration as of December 31, 2009. Given our extensive experience in developing lifetime
income product solutions and providing record keeping services, The Hartford is uniquely
positioned to offer a holistic view of this evolving market.

The Hartford is a member of the American Council of Life Insurers, the Insured Retirement
Institute, the Committee of Annuity Insurers, Americans for Secure Retirement and the SPARK
Institute. We participated in the preparation of the comment letters being submitted by these
organizations, and generally support their recommendations. In addition, we respectfully offer
the following comments.

Recent Trends in Retirement Saving and Planning

With the decline in the number of defined benefit (“DB”) plans offered today (and in many
cases, a decrease in the benefits provided by remaining DB plans) and the concern that Social
Security may not be able to provide the projected benefits in the near future, employees need
additional sources of guaranteed income to provide for their basic needs in retirement. The
scope of this problem is evident in the Employee Benefit Research Institute’s (“EBRI”) 2010
Retirement Confidence Survey, which found that only 29 percent of workers are “very confident
about having enough money to pay for basic expenses during retrement.”!

Defined contribution (“DC”) plans were originally designed to provide retirement savings to
supplement Social Security, personal savings and lifetime pension benefits under traditional DB
plans. Today, DC plans have become the primary employer-sponsored retirement savings
vehicle for most people. As a result, most Americans are very worried about how they are going
to fund their retirement, as illustrated by The Hartford’s 2009 Investments and Retirement Survey:
“Nearly four in five people (78.3 percent) are less than confident that all of their sources for
retrement income, including employer-sponsored pension plans, government-sponsored
pension plans and personal savings and assets, will be adequate to maintain their standard of
living in retirement.” We have attached an overview of this survey for your reference.

In light of these developments, insurance providers have begun to develop a variety of
guaranteed lifetime income products specifically designed to help participants create a secure
retirement from their DC plan assets to supplement or replace the traditional pensionz and other
sources of guaranteed lifetime income. Unlike other products commonly available to plan
participants, guaranteed lifetime income products recognize that there are two distinct phases
in a DC plan: the accumulation phase, in which the focus is on maximizing the total amount of
retirement savings, and the decumulation phase, in which the focus should shift to finding the
most effective and efficient way to actually use accumulated savings to fund retirement.
Historically, DC plan sponsors and participants have primarily focused on accumulation, and
paid very little attention to the decumulation phase.

Participants have to contend with many kinds of risk in managing both phases of their retrement
plan. We developed a brochure, entitled “Riskology”, that explains many of these risks. This

1 A study recently conducted by Hartford and the MIT AgelLab, entitled “Why Women Worry”, highlighted the particular
challenges faced by women in planning for retirement. The executive summary of this study is attached for your
reference.

2The need to replace traditional pensions may be more widespread than it seems, considering that, according to EBRI’s
survey, “56 percent of workers expect to receive benefits from a defined benefit plan in retrement, [even though] only
37 percent report that they and/or their spouse currently have such a benefit with a current or previous employer.”
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brochure is attached for your reference. Certain risks, such as market volatility, are more
significant during accumulation, while others, such as longevity, inflation and timing, take
precedence when the participant shifts into the decumulation phase. Guaranteed lifetime
income products can help participants manage the risks associated with decumulation by
shifting them to an insurer.

These products generally fall into three categories, each of which has a place in the retirement
planning process, depending on the particular situation and needs of each individual: end-of-
plan annuities (i.e., annuities offered as a distribution option); out-of-plan annuities purchased
with amounts withdrawn from the plan (generally in a traditional or Roth IRA); and the newest
lifetime income innovation, in-plan annuities purchased as an investment option while the
participant is still an active employee. The Hartford offers products in each of these categories.
Our end-of-plan products are group fixed income annuities with various annuity payment forms
available, including lifetime income for a single life or joint lives. Our out-of-plan products include
fixed accumulation annuities, fixed income annuities, and a recently introduced product that
combines a variable annuity benefit with a fixed accumulation annuity benefit. Our in-plan
accumulation option, known as Hartford Lifetime Income, is a group fixed income annuity that is
purchased on an incremental basis during accumulation, which provides lifetime income for a
single life or joint lives and a liquidity cash-out feature. The product summary for Hartford Lifetime
Income is attached for your reference.

While end-of plan annuities (which can be purchased either through a plan or in an IRA) may be
the right solution for many participants, they also require employees at retirement to give up a
large single purchase amount in exchange for a guaranteed lifetime benefit. The single
purchase nature of the transaction often carries “sticker shock,” which limits utilization. In-plan
incremental annuities provide an easy, cost effective way for employees to accumulate
guaranteed retirement income using incremental purchases over time through payroll
contributions to a DC plan. These in-plan incremental lifetime income products are intended to
be offered as an additional investment option under the plan and provide significant “dollar
cost averaging” benefits. They also generally provide a surrender value during the accumulation
period that can be transferred to other investment options offered under the DC plan. Once a
participant elects to begin receiving his or her benefit, the in-plan annuity provides guaranteed
lifetime income payments just like a distribution annuity.

The market for in-plan accumulation products is still evolving, and no patrticular type of product
has emerged as the standard. The product types most commonly available today are: fixed
deferred payout annuities; variable deferred annuities with guaranteed minimum withdrawal
benefits or guaranteed minimum income benefits3; and target date funds with either a fixed
deferred annuity as an allocation in the fund’s glide path or a guaranteed minimum withdrawal
benefit applicable to all or part of the target date fund.

We believe that guaranteed lifetime income products should be simple, cost effective, flexible
and portable. These principles guided us in developing our in-plan incremental fixed payout
annuity:

e Simple: The guaranteed income benefit is known at the point of purchase. For example,
with The Hartford’s product, contributions purchase income shares, each worth $10 of
monthly lifetime income beginning at age 65 and continuing for life.

e Cost Effective: In-plan annuities are group products, benefiting from institutional price
advantages resulting from group mortality and expenses. Also with a fixed annuity, the

3 Since growth and accumulation potential are already available in the existing equity and fixed income options, the
variable annuity options with guaranteed benefits are, in our view, redundant and may not be appropriate for DC plans.
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cost of providing guaranteed income is built into the purchase price and applies only to
the amount allocated to the income option. Variable annuities with guaranteed
minimum benefits typically charge an asset based fee to the entire amount protected
by the guarantee.

e Flexible: The primary focus of these products should be longevity protection with a
certain income stream for life. Participants should buy them for the lifetime benefits they
provide. However, participants also need the flexibility to re-direct these amounts if their
circumstances change. Income shares have liquidity, as they can be cashed out at any
time prior to income payment commencement. Participants also need the flexibility to
be able to determine when and how they want to receive income as they get closer to
retirement. With The Hartford’s product, decisions about income start date and payment
form, including any inflation protection, are made at the point of retrement.

e Portable: Fixed income annuity benefits are paid up units of future income as opposed to
accumulation fund units. The Hartford’s product is designed to qualify as a Qualified Plan
Distributed Annuity (QPDA) and be distributed in kind from the plan in the event of
termination or retirement.

The approach of directing contributions specifically to lifetime income (a “pension-like” benefit)
and accumulation (an “investment account” with growth component for discretionary
expenses) is simple, straight forward and cost effective. The result is a single plan with both DB-
like and DC-like benefits. We believe this is the best way to provide guaranteed lifetime income
within a DC plan and that any guidance provided by the Agencies should fully support this
approach.

Impediments to Broader Usage of Guaranteed Lifetime Income Products
Unfortunately, most plan sponsors do not include guaranteed lifetime income products in their
plans, and most plan participants who have access to such products are not appropriately
utilizing them when planning for retirement. A number of factors have contributed to this lack of
usage:

o fiduciary liability concerns;
e limitations on portability;
e uncertainty regarding ERISA and tax qualification rules; and

¢ insufficient education.

These issues can best be understood by considering the perspectives of, and challenges faced
by, plan sponsors and participants:

Plan sponsors. While plan sponsors want to provide their participants with the tools to create a
secure retirement, they have been reluctant to add guaranteed lifetime income products to
their plans because, among other things, they:

e are unclear about the fiduciary standards to which they will be held when selecting

annuity providers, and therefore worry about potential fiduciary liability if the provider
they select experiences financial problems in the future;
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e are concerned about the implications of including a product in their plan that provides
benefits that may not be portable if there is a change in the plan or in the participant’s
employment status;

e do not want to deal with the burdens associated with the tax rules that apply when a
plan includes an annuity, such as the QJSA and spousal consent rules, and worry that
any missteps in following these rules could adversely impact the plan’s qualified status;
and

o do not fully understand the features and benefits offered by various guaranteed lifetime
income products and the associated costs.

Participants. While guaranteed lifetime income products offer significant benefits for
participants, the lack of utilization can be primarily be attributed to one of the following factors:

e Most participants do not have access to such products.

e Of those participants who do have access, most do not have access to the educational
tools necessary to adequately understand them.

Recommendations for Addressing the Challenge

As the Agencies consider how they can help to overcome these obstacles, we offer the
following general suggestions:

e The Agencies should focus primarily on faciltating and encouraging - but not
mandating - the development and usage of guaranteed lifetime income products.

e The Agencies should provide concrete guidance to address the concerns of plan
sponsors and participants by providing clarity in some areas and relief in others. Our
specific recommendations in this regard are described below.

Fiduciary Liability

Fiduciary concerns are the most significant obstacle to increased offering of guaranteed lifetime
income options (i.e., in-plan incremental annuities and end-of-plan distribution annuities) in DC
plans. Employers are concerned that, before adding a guaranteed lifetime income option, they
must conduct a detailed review of the insurer’s financial condition and assess whether the
insurer will be able to meet the long-term obligations under the lifetime benefit. This is an onerous
task that employers are not well equipped to perform, and which is fraught with potential legal
liability. By contrast, employers appear very comfortable with the process for selecting other
plan investment options, such as mutual funds and similar investments.

There are two specific actions that DOL can take to address these concerns:

e Address plan sponsors’ concerns regarding the existing safe harbor for the selection of
end-of-plan distribution annuities under Rule 404a-4 (the “Safe Harbor”); and

e Provide guidance to clarify how Section 404(c) of ERISA applies to the selection of in-plan
incremental annuities.
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Selection of End-of-Plan Distribution Annuities

Before offering our suggestions for how to improve the Safe Harbor, we want to acknowledge
that the Safe Harbor is a substantial improvement over the standard that previously applied to
the selection of annuity providers. The “safest available annuity” standard, which was derived
from the standard for DB plan close-out annuities, simply didn’t make sense in the DC plan
context, and we commend DOL for recognizing that fact.

Unfortunately, the Safe Harbor has not been widely used by plan sponsors, primarily because of
the broad, vague requirement that the plan sponsor analyze the financial status of the insurer
and conclude that the annuity provider is financially able to make all future payments. Given
the long-term nature of the insurer’s liability (i.e., the participant’s lifetime), this is a serious
deterrent for plan sponsors. As a result, many plan sponsors are reluctant to even consider
offering end-of-plan distribution annuities in their plans.

We believe that plan sponsors would be much more likely to add end-of-plan distribution
annuities to their plans if the Safe Harbor was amended to relieve plan sponsors of the burden of
acquiring independent expert knowledge of the financial condition or long-term viability of
various product providers. Such knowledge is beyond the reasonable capabilities of most
employers. Instead, the Safe Harbor should apply a straight forward objective standard to the
selection of the annuity provider.

Clearly, the Safe Harbor elements relating to the financial status of the insurer are intended to
protect plan participants from the possibility that an annuity provider will be unable to pay
claims in the future. We appreciate the Agencies’ concerns, and share their interest in
protecting participants. However, existing insurance regulation already provides ways to
determine whether an insurance company will be able to meet their future obligations. The
licensing process for insurance companies includes detailed rules related to the establishment of
reserves, valuation of assets and liabilities, risk-based capital requirements, surplus rules,
requirements that products be approved prior to sale with actuarial justification, and restrictions
on dividends to holding companies. Insurance regulators also conduct periodic reviews of
insurance companies to ensure that they remain in compliance with these rules, and can work
directly with the companies and their senior management to address any specific questions or
concerns that might arise.

As such, we believe that the Safe Harbor can be revised to address plan sponsors’ fears about
potential fiduciary liability without compromising or impairing participant protection. In fact,
revising the Safe Harbor in the manner we recommend below could actually enhance
participant protection by clarifying that plan sponsors should consider more than just the annuity
provider’s future claims-paying ability. After all, many other factors might be relevant to plan
sponsors, such as the provider’s history and reputation for service, quality and reliability; the
variety of products offered by the provider; the provider’s experience in the annuity and
qualified plan businesses; the benefits, features and cost of the annuity; the administrative
services to be provided under the annuity contract; and the terms, conditions and limitations of
the annuity contract.

The Hartford’s Recommendation: DOL should revise the Safe Harbor as follows to provide a more
straight-forward, objective standard that plan sponsors can use with confidence:

“ERISA 82550.404a-4(b) Safe harbor. The selection of an annuity provider for
benefit distributions from an individual account plan satisfies the requirements of
section 404(a)(1)(B) of ERISA if the fiduciary:
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(1) Engages in an objective, thorough and analytical search for the purpose of
identifying and selecting providers from which to purchase annuities, and
appropriately considers publicly available information about the provider,
which _may include: current financial condition; history and reputation for
service, quality and reliability; variety of product offerings; and experience in
the annuity and qualified plan businesses;

(2) Appropriatel ders_int : e I bl FII

Obtains a certification from the provider stating that the provider is:

(a) licensed and in good standing in the states in which it conducts business;

(b) not currently in rehabilitation, liguidation, insolvency or any similar status;
and

(c) a member of the insurance guaranty associations in each of the states in
which it conducts business;

(3) Appropriately considers the benefits, product features and cost (including
fees and commissions) of the annuity contract, and the-in—+elation-to-the
benefits-and administrative services to be provided under such contract;

(4) Appropriately concludes that, at the time of the selection, the—annuity

contract-and the cost of the annuity contract is reasonable in relation to the
benefits and product features of the annuity contract, and the administrative
services to be provided under the contract; and

(5) If necessary, consults with an appropriate expert or expertsfor-purposes—of
" e 11 . f thi h ().

Selection of In-Plan Incremental Annuities

While the Safe Harbor only applies to end-of-plan distribution annuities, plan sponsors have
similar concerns about potential liability with respect to their selection of in-plan incremental
annuities with lifetime benefits. In this context, the issue is that plan sponsors simply do not know
what they must do to fulfill their fiduciary duty.

Many in-plan incremental annuities have a redemption feature that allows participants to
reallocate their investments from the guaranteed income benefit to other plan investment
options. In this sense, these in-plan annuities very much resemble traditional investment options
such as mutual funds. The selection of traditional investment options in a participant-directed DC
plan is covered by Section 404(c) of ERISA and the regulations promulgated thereunder, and
given the similarity between the products, we believe it would make sense to apply the same
fiduciary rules to the selection of in-plan incremental annuities that include redemption features.
Most employers seem very comfortable with the process for selecting investment options under
the 404(c) regulations, and we believe that bringing in-plan incremental annuities under the
same standard would greatly increase plan sponsors’ willingness to offer such products.

The Hartford’s Recommendation: DOL should clarify that a plan sponsor can satisfy its fiduciary
obligation with respect to the selection of an in-plan incremental annuity that provides a
meaningful redemption feature by complying with the 404(c) regulations.
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Portability

Generally speaking, a participant who purchases an in-plan annuity expects to maintain his or
her investment until retrement to preserve the desired lifetime income payments. This, of course,
presumes that the product remains available to the participant until retrement. For a variety of
reasons, however, this may not always be the case. The plan sponsor could decide to drop the
product from the plan or switch to a different product, or could switch to a new recordkeeper
who might be unable or unwilling to offer the same or a similar product. A similar problem would
arise if the participant terminates employment prior to retirement, particularly where the plan
does not provide for in-kind distributions.

Current rules do not provide any mechanism by which the participant could preserve the
guarantees built into his or her investment. We believe that this lack of portability is a significant
factor in the general reluctance of plan sponsors and participants to utilize guaranteed lifetime
income products.

The Hartford’s Recommendation: Treasury should clarify and expand the rules governing a plan’s
tax-free distribution of an annuity contract or certificate (sometimes referred to as a “qualified
plan distributed annuity” or a “QPDA”) to allow plans to issue QPDAs to vested participants even
if they are not yet eligible to receive a cash distribution from the plan. This would be appropriate,
given that, upon being distributed to a participant, a QPDA acts as a stand-alone “qualified
plan” asset held by the plan participant, similar to a 8408(b) individual retrement annuity, and is
required to maintain plan withdrawal restrictions.

Treasury should also explicitly allow participants to rollover a QPDA into an IRA and, in turn, clarify
that a QPDA can accept rollover amounts.

ERISA and Tax Qualification Rules
Another very significant impediment to greater utilization of guaranteed lifetime income
products is the considerable uncertainty among plan sponsors and participants regarding the

application of certain ERISA and tax qualification rules.

QJSA and Spousal Consent Rules

The qualified joint and survivor annuity (“QJSA”) rules and spousal consent requirements are a
source of great consternation for both plan sponsors and participants. Under IRC
8401(a)(11)(B)(iii), the QJSA and spousal consent rules generally apply to a DC plan only when
the participant elects “to receive payment of plan benefits in the form of a life annuity.” There is
currently very little guidance on what constitutes an “election” of a life annuity.

This lack of guidance leaves plan sponsors worried about the serious administrative and
practical issues that might arise if, for example, they are required to apply these rules to the
election of an incremental annuity, especially if the participant can later elect out of the option.
For participants, the concern is that the spousal consent requirement might apply whenever a
participant allocates any portion of his or her account to any investment with a guaranteed
lifetime income feature, which could mean that the participant would have to get spousal
consent for all future investment decisions.

The Hartford’s Recommendation: Treasury should clarify that only an irrevocable election to
receive periodic annuity payments would trigger the QJSA and spousal consent rules. For an in-
plan incremental annuity, this would mean that a participant would be deemed to have
elected a life annuity only when the investment option is converted to a fully annuitized benefit
that cannot be redeemed or surrendered.
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We do not believe that this would, in any way, erode or compromise spousal protections, given
that current law allows DC plan participants to purchase a non-complying annuity through the
use of a direct rollover or a cash distribution of his or her DC account balance, thereby avoiding
the QJSA and spousal consent rules.

Required Minimum Distribution Rules

A participant who chooses a guaranteed lifetime income option must be mindful of the required
minimum distribution (“RMD”) rules. Unfortunately, these rules are very difficult to understand,
primarily because there are two separate sets of rules for determining the amount required to be
distributed from a qualified retirement plan to a participant after he or she attains age 70-1/2 or,
if later, retires. Which set of rules applies depends on whether the participant’s accrued benefit is
in the form of an individual account under a DC plan (Reg. section 1.401(a)(9)-5) or annuity-type
payments under a DB plan (1.401(a)(9)-6). The same bifurcation applies to IRAs for account
balance plans and annuitized contracts.

However, almost no guidance has been provided with respect to the application of the RMD
rules to annuities and other guaranteed lifetime income products with account balances and
lifetime features, the use of longevity insurance products, and aggregation of Individual
Retirement Annuities which have been annuitized (payout IRA) and Individual Retirement
Accounts (including non-annuitized Individual Retirement Annuities with account balances).

The Hartford’s Recommendation: Treasury should clarify which RMD rules apply to the different
payout phases of a guaranteed lifetime income product, and the extent to which
benefits/amounts under an account balance arrangement and annuitized benefits can be
aggregated, particularly in the IRA context.

In addition, Treasury should revise the RMD rules, in both the in-plan and out-of-plan contexts, as
follows:

e The RMD rules should expressly permit benefits under a distribution/payout annuity
(subject to the "annuitized benefit” RMD rule) and investments with an account balance
(subject to the “account balance” RMD rule) to be aggregated for RMD purposes under
the “account balance” rule, using the fair market value of the payout annuity.

e Pure longevity annuities (i.e., annuities that offer lifetime payouts starting at an advanced
age at/near life expectancy) — an important tool that people can use to address what
many consider their biggest retirement risk, outliving their assets and income sources —
should be exempted from the RMD rules. This would not be inconsistent with the policy
underlying the RMD rules because it would not result in hoarding retirement assets for
one’s heirs instead of using them for retirement needs. On the contrary, it would actually
encourage participants to use their assets in their retirement planning.

e The RMD age should be increased to 75 or 80 to permit more flexibility in retirement
planning. Some participants may only need or want guaranteed lifetime income
beginning at later ages, but the current rules do not permit this. Raising the RMD age
would make sense, considering that, since the rule was originally established, life
expectancy has increased significantly and people have started retiring much later,
often working well into their 70s.

Education

It is not possible to understate the importance of providing plan sponsors and participants with
straight forward, clear and effective communication and education about their DC plans. The
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Hartford’s commitment to education is well-known in the retirement plan business. Over the past
three years, we have received 15 independent educational awards for a variety of
communication projects geared to helping consumers understand and make the most of their
retrement plan and investments. And we are continually looking for ways to enhance the
educational process in an effort to ensure that participants have the tools they need to make
informed decisions.

With this in mind, we are particularly troubled by the general lack of understanding among
participants about decumulation and the risk of outliving their assets. For years, the investment
education materials that participants have been provided focused solely on the need to
accumulate funds for retirement and how to invest (allocate) their account balance. They have
received little to no information regarding planning and investing during retirement and/or the
risks that they face. Unfortunately, employers have shied away from providing information about
guaranteed lifetime income options because they are not confident that they are allowed to
use plan assets to pay for such education, and because they are afraid that providing such
information might be deemed investment advice, specifically when discussing out-of-plan
guaranteed lifetime income options.

The Hartford’s Recommendation: DOL should clarify that:

e Providing education and information regarding retirement planning (including a
description of the various risks and issues faced during retirement (e.g., longevity,
inflation, market risk), decumulation of one’s DC plan assets and the advantages and
disadvantages of guaranteed lifetime income products (both in-plan and out-of-plan)
does not constitute investment advice; and

e Plan assets can be used to pay for general education of investment and retirement

planning during the decumulation phase, including discussion of guaranteed lifetime
income products available outside the plan.

* k k%

We appreciate the opportunity to provide these comments. If you have any questions, please
do not hesitate to contact the undersigned at 860-323-2182.

Very truly yours,

Jason Berkowitz

Attachments
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Attachments
1. Why Women Worry, Executive Summary
2. The Hartford’s 2009 Investments and Retirement Survey, Results Overview
3. Riskology Brochure

4. Hartford Lifetime Income Product Summary
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Why Women Worry™

Gender matters in retirement planning. Research from The Hartford and the MIT Agelab
shows that women are more concerned than men about retirement risks. When put into a larger eco-
nomic and demographic context, women have good reason to worry. However, with a skillful and
knowledgeable advisor guiding them, angst can be turned into action, and women can feel more se-
cure both in the retirement planning stage and once they have retired.

Women are worried with good reason. In addition to the greater personal responsibility for retire-
ment that all Americans face today, women confront unique challenges while they strive to save for
retirement, make those savings last throughout their lifetime and protect themselves from major
events like health problems or widowhood.

Retirement planning has changed. Both the federal government and employers have shifted more
responsibility for retirement planning, and more risk, to individuals. Starting in the 1980’s, employers made a
shift away from defined benefit pensions and moved toward defined contribution plans. Legislators have
decreased the lifetime value of Social Security benefits by raising the age for full benefits and introducing the
taxation of benefits for some retirees.

WOMEN’S UNIQUE CHALLENGES

Compared with men, women will likely have lower retirement savings yet they’ll need to make those savings
last longer and plan on being on their own at some point in retirement.

Lower Retirement Assets and Income

On average, women have lower lifetime earnings than Women today work on average about twelve years

men due to lower pay, more interrupted work less than men.! Women’s caregiving responsibilities

histories and more time spent in part-time jobs. (care for their children, older relatives or their spouse)
are the primary reason for their fewer years in the

MEDIAN YEARS WORKED workforce.

OF WORKERS RETIRING IN 2000

50 With lower lifetime earnings, women tend to save less

and, since Social Security and many employer

457 ) . .
40- retirement benefits are tied to earnings, women end
i up with lower levels of guaranteed retirement income.

35 Women’s median income in retirement is only 58
307 percent of men’s.?
25 A
20 Participation rate in pensions or employer sponsored
15 4 retirement plans is 44 percent among working women
10 4 compared to 49 percent among working men.?

54

0

Men Women

Source: U.S. Bureau of the Census (2003, 2004) and
U.S. Social Security Administration (2003b).
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Longer Life Expectancies

On average, a woman who is age 65 today can
expect to live to age 85 while a man can expect to
live to age 82.4

LOTS OF TIME IN RETIREMENT—IF YOU REACH 65

Life expectancy at age 65 in years

95 o
95
23%
90 - 92 Chanoce 93
26% Cﬁ7%
0
Chance 89 AREE
85 - 49%
86 Chanoce
49%
Chance
80 H
75 -
70
65

Male Female At Least One

Person in a Marriage

Source: Society of Actuaries Annuity 2000 Mortality.

People tend to think of the average life expectancy
number as an endpoint and forget there’s a 50
percent chance that they’ll live longer than the
average.

According to the Society of Actuaries 2005
Retirement Risk Survey, almost two-thirds of people
underestimate average life expectancy, and about 40
percent of them are wrong by more than five years.>
Once a woman reaches age 65, she has a 49 percent
chance of living to age 89 and a 23 percent chance
of living to 95.

Pl BgeLab

More Time as Sole Decision-Maker

In retirement, non-married people often face more
financial challenges than married people. Of the
population age 65 and older, 28 percent of single
women and 23 percent of single men are poor or
near poor compared with only 8 percent of married
people in that age group.!

When a woman outlives her husband, her income
decreases by 50 percent on average yet expenses
only decrease by 20 percent.’ In addition, older
women who live alone are less likely to have a
family member available to care for them and have
a higher need for additional financial resources to
cover long-term care expenses.

NON-MARRIED WOMEN

as a percent of total households, aged 65 and over
70% ]
60%
50% T
40%
30%
20%

10%

0% -
65-69  70-74  75-79  80-84 85+
Source: U.S. Social Security Administration (2002a).

Older women are twice as likely to be single as
men. Among women age 65 and older, 60 percent
are single compared to 29 percent of men, and as
women get older, their probability of being single
increases.” Older women are three times more
likely to be widowed than older men.® Women
tend to live longer than men and marry men who
are older than they are. Also, older women don’t
tend to re-marry.
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KEY RESEARCH FINDINGS

Much has been written about retirement planning, but a gap exists in understanding the emotions people feel
while they are planning for their retirement. For many people finances are intermingled with emotions and
fraught with personal connections and feelings.

In order to understand these connections better, The Hartford and the MIT Agelab conducted eight focus
groups with retirees and pre-retirees throughout the U.S. in spring 2007, followed by a national telephone
survey in fall 2007. Questions focused on people’s perceptions of their retirement risks and their feelings
about retirement.

Critical areas that were probed in depth included inflation (both general and health care), money management,
longevity, physical health and leisure. When the data were analyzed, several key concerns emerged, with some
interesting gender distinctions.

The Research Showed...

Women are more worried than men about RETIREMENT CONCERNS BY GENDER
retirement risks. % Very Concerned or Somewhat Concerned

Women are more worried than men about all
of the retirement risks measured, except
having enough to do in retirement.

Health
Inflation

Both women and men are most General

concerned about health inflation, general Inflation

inflation and physical health decline. Physical

. . Health

Health inflation: 87 percent of women and Decline
77 percent of men are either very or )

Outlive

somewhat concerned that the cost of Your

healthcare in retirement will grow faster than Money
their income.

Money

. . Mgmt.
General inflation: 83 percent of women and Difficulty
69 percent of men are either very or
somewhat concerned that the general cost of Enoljgof:
living in retirement will grow faster than their to Do
income. f 1 1 1 1 1 T T T |

0% 20% 40% 60% 80% 100%
Physical health decline: 75 percent of M Hw
. en omen

women and 69 percent of men are either very
or somewhat concerned about a decline in Source: The Hartford and the MIT Agel.ab
health during retirement. Retirement Attitudes Survey, 2007.
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The greatest disparity between women’s and men’s concerns is around financial matters — outliving
their money, managing their money and the rising cost of living. The differences reflect women’s
higher levels of concern about the greater risks they face in retirement.

Longevity: 64 percent of women and 46 percent of
men are either very or somewhat concerned about
outliving their money (an 18 percentage point
difference).

In the focus group interviews conducted by

The Hartford and the MIT Agelab, one participant
said about longevity: “I don’t think it’s important.
What’s the point in trying to figure out how long
you’re going to live? No one knows. You have no
idea how long you’re going to live. I might die
tomorrow. I might live to be 95 or 100.”

Yet it is this calculation that is important to
determining how long people will need to make their
retirement savings last so that they will not run out of
money before they run out of living. Women, who
on average live longer than men, may recognize the
greater risks they face with regard to longevity.

Money management: 35.6 percent of women

and 19.2 percent of men are either very or somewhat
concerned about having difficulty managing their
money (a 16.4 percentage point difference). Over
twice as many women (11.5 percent) as men (5
percent) say they are very concerned about having
difficulty managing their money.

Because women may have fewer retirement resources
that they may need to stretch over a longer
retirement — on average smaller 401 (k) accounts,
smaller pensions and lower Social Security income
relative to men — many women may face a more
challenging money management task in retirement
than men.

Pl BgeLab

“I don’t think it’s important. What’s the

point in trying to figure out how long you’re
going to live? No one knows. You have no
idea how long you’re going to live. I might
die tomorrow. I might live to be 95 or 100.”

— Focus group participant

General inflation: 83 percent of women and 69
percent of men are either very or somewhat
concerned about general inflation (a 14 percentage
point difference). 49 percent of women and 28
percent of men are very concerned about general
inflation (a 21 percentage point difference).

Women and men both expressed a significant degree
of concern over inflation risk in retirement.

Women’s higher levels of concern, however, may
again be related to the higher degree of risk they face
in retirement. Inflation over time can erode the
purchasing power of smaller retirement nest eggs that
may need to last for more years.




PRACTICAL TIPS TO MOVE FROM ANGST TO ACTION

[Vl Start Early [Vl Estimate Life Expectancy
Women need to start retirement savings early in Most people underestimate their life expectancy.
their careers. Since women spend fewer years in This mistake can put women at risk for not
the workforce than men, getting an early start on saving enough money for retirement. Women
retirement saving is essential to longer term fiscal should do a longevity estimate and add a few
health. years to create even more financial security.
Actively Participate Have a Balanced Plan
Women who are married should not ignore Women need to make a retirement plan that
retirement planning or leave it totally to their includes: guaranteed sources of income (Social
spouse. Women have different concerns about Security, pensions, annuities), growth
their retirement years that may not be propetly investments that keep up with inflation, and
addressed if they do not participate in the insurance to protect against significant losses
planning. (life, disability and long-term care insurance).
Invest in Health Consult an Expert
Physical wellness is a valuable financial strategy. If a woman feels she lacks the knowledge or
Women who invest in a healthy life style can confidence to do her own planning, she can
enjoy better health and lower medical expenses benefit from working with a trusted advisor.

for decades.

Taking the Worry Out of Retirement

Aging is a woman’s world. Women are likely to outlive men, remain active longer and be responsible for
caring for their spouse and others. Plus, women often need to stretch smaller savings over longer

lifetimes. So it makes sense that women are more worried than men about finances in retirement. The good
news is that an adequate level of worry can help motivate women to plan for their future. By taking some
basic steps such as those outlined above and working with a qualified financial professional, women can turn
their angst into action and take a lot of the worry out of retirement.

“I became a widow and I didn’t know anything about finances and so I educated myself. I
became a member of the American Association of Independent Investors. I went to
classes. Ilearned what I thought I should know and I worked with professionals to plan. To
learn about what I should consider, what I would need when I retire. And that was a very
good thing that I did because I took over everything that I had to do and I think I made
pretty good decisions.”

— Focus group participant
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ABOUT THE SURVEY

To be eligible for inclusion in the survey,
individuals had to meet the following three criteria:

e Between the ages of 45 and 74;
e English speaking and living in continental U.S.;
¢ Have some personal savings for retirement.

Personal savings for retirement could include
money saved in an account like a 401 (k) or 403(b)
ot in any kind of IRA. Individuals who reported
that they did not have any personal savings for
retirement, outside of Social Security or a pension,
were not included in the sample. The sample was
stratified by age. Respondents were asked:

How concerned are you that in retirement...

¢ You will outlive your money

e The cost of living will grow faster than your
income

o The cost of health care will grow faster than
your income

e Your physical health will decline

¢ You will not have enough to do in
retirement

¢ You will have difficulty managing your
money

The response choices were:
Very concerned
Somewhat concerned
Not too concerned

Not at all concerned
Don’t know

Refused

O O O O O O

The survey data are weighted. The data weights
were created based on 2006 U.S. Census estimates
for age. Thus, the weighted data are representative
of Americans ages 45 to 74 who have some
personal savings for retirement. Roughly 60 percent
of the final weighted sample were women and 40
percent were men.

The survey questionnaire was fielded between
November 28 and December 21, 2007. The
interviews were completed in this period with 1,194
eligible respondents.

Pl BgeLab
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ABOUT THE HARTFORD AND THE MIT AGELAB

The Hartford is one of the few companies in the United States with in-house experts on business and aging.
For over 23 years, The Hartford has employed gerontologists to work across the company’s insurance and
investment business lines to help develop industry leading programs and services for the mature market. This
group of nine experts is called the Advance 50 Team.

The Hartford has enjoyed a research collaboration with the MIT AgelLab since 1999, when MIT started
working with the company’s property and casualty division. In 20006, this partnership was extended to
The Hartford’s retirement initiative. The purpose of the collaboration is to gain greater insight and
understanding into the challenges facing Americans as they age, and to apply this understanding to the
delivery of financial planning products and services to meet the needs of its customers. The Agelab’s
multi-disciplinary team has developed unique methods, facilities and data that place it at the forefront of
innovation in transportation, health and wellness, aging and longevity planning. The Agel.ab’s Internet
address is http://web.mit.edu/agelab.

“Why Women Worry” is part of a series of retirement-related research findings being published by
The Hartford and the MIT Agelab. The series began in February 2008 with the “Power of Two” findings
on issues around couples, communication and financial planning.

The Hartford, a Fortune 100 company, is one of the nation’s largest financial services and insurance
companies, with 2007 revenues of $25.9 billion. The Hartford is a leading provider of investment products,
life insurance and group benefits; automobile and homeowners products; and business and property and
casualty insurance. International operations are located in Japan, the United Kingdom, Canada, Brazil and
Ireland. The Hartford’s Internet address is www.thehartford.com.
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The Hartford Investments and Retirement Survey

Background/Objective:

The Hartford is interested in better understanding the retirement needs, concerns and perceptions of
consumers in the United States, particularly those ages 45 and older

Methodology:

Sample Size and

Composition: Men and women ages 45 and older, who are United States
residents, and who are responsible for making financial decisions for their
households.
United States: 751 men and women ages 45 and older
Ages: 45-54  34.2%
55-64  33.4%
65+ 32.4%
Annual Income: More than $100,000  10.8%

$50,000-$100,000 33.8%
Less than $50,000 47.8%
Declined/No answer 7.6%

Total Qualified
Completes: 751 total respondents
Margin Of Error: +/- 3.5%



Summary - Key Findings

Visions of Retirement Grow Bleaker

The turmoil and subsequent meltdown of the global financial markets during the last year has had a
profound impact on how Americans view their financial picture, particularly when it comes to retirement
planning. America’s confidence about its financial wherewithal continues to decline and, along with it, its
optimism about the shared future known as “retirement.”

The overwhelming majority of Americans continue to accept that they and they alone are primarily
responsible for their financial security and comfort in retirement. The knowledge is becoming a heavy
burden to bear as Baby Boomers fret about a lack of financial acumen, a want of safety nets and a
waning financial power to live comfortably in retirement or, increasingly, the inability to even aspire to that
goal.

The Hartford’s 2009 Investment and Retirement Survey, conducted in the U.S. previously as part of The
Hartford’s International Retirement Survey, identified growing concerns about financial security and the
ability to find the path to financial security in retirement:

* The No. 1 financial concern in retirement — simply meeting every day expenses — dominates all other
concerns. Keeping up with daily expenses for food, shelter and other basis needs spiked in 2009 to
65.2 percent. In 2008, 49.7 percent identified meeting daily expenses as their top financial concern in
retirement, doubling from 24.5 percent in 2007.

— The prospect of enjoying life in retirement appears to grow ever more elusive for many people.
The goal of enjoyment declined to 14.4 percent in 2009 from 26.2 percent in 2008 and 43.2
percent in 2007.



Summary - Key Findings

— Health care was the third biggest concern, with 14 percent identifying the affordability of health
care or long-term care for themselves or their spouse as their No. 1 financial care. The priority
declined somewhat from 15.9 percent in 2008, perhaps because of the recent Congressional
debate over government mandates for health insurance coverage.

» Confidence in employer-sponsored pension plans plummeted. Mor