April 15, 2015

Dear Members of the Senate Finance Committee Working Group on Savings & Investment,
The undersigned representatives of plan sponsors, service providers, and employers
appreciate this opportunity to comment on the potential impact of tax reform on the private U.S.
retirement system and the retirement security of millions of Americans.
Employer-sponsored retirement plans and individual savings arrangements have
introduced tens of millions of American workers to retirement saving. Today, about 80 million
households1 have a combined $24.7 trillion earmarked for retirement within defined benefit
plans, defined contribution plans, Individual Retirement Accounts (IRAs), and annuities.2
Eliminating or diminishing the current tax treatment of employer-provided retirement plans and
individual savings arrangements would jeopardize the retirement security of tens of millions of
American workers, impact the role of retirement assets in the capital markets, and create
challenges in maintaining the quality of life for future generations of retirees.
The tax treatment of qualified plans provides significant benefits to employers and
employees by encouraging retirement saving. Employers obtain a tax deduction for plan
contributions and employees largely save on a pretax basis. Upon retirement, retirees pay
ordinary tax rates on the distribution from the plans. Employees do a better job saving for
retirement when an employer plan is available. Payroll deduction facilitates the savings habit,
and employer matching contributions as well as the Savers’ Credit provide further incentives. A
large majority of households with defined contribution plans say that the tax treatment of their
retirement plans at work are a big reason to contribute and about nine out of 10 U.S. households
think that the tax incentives for retirement saving should not be eliminated or reduced.3
Moreover, a recent survey finds that the single best predictor of retirement readiness is
participation in a work-based savings plan.4
There have been a number of proposals put forth as alternatives to the current tax
treatment for retirement plans. However, there is substantial evidence that changing the tax
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treatment and/or lowering contribution levels will result in lower retirement savings and fewer
workers being offered retirement plans by their employers. Studies by EBRI show that changing
the tax deferral to a government matching contribution (while simultaneously making the
employer contributions immediately taxable to the employee) or capping the contribution limits
will reduce retirement savings at all income levels.5 Moreover, small business owners may be
less likely to offer a plan to their employees if contribution limits are lowered. Consequently,
proposals to change the retirement savings system should focus on enhancing the current system,
and not sacrificing it to pay for tax reform.
Plan sponsors, service providers, and employers remain committed to providing workers
with retirement benefits that will help them prepare for a secure retirement. We are committed
to working with the Committee and all of Congress to ensure that the current voluntary and
flexible employer-provided and individual retirement plan system continues to flourish and
benefit American workers.

Sincerely,
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