Summer 2014

CMC 14th
Annual Wine and
Cheese Event
September 18, 2014
4:30 pm to 7:30 pm
Join us as we celebrate
another year. We’ll have an
outstanding array of wines,
champagnes, and artisan
beer, along with plenty
of delicious food.
Watch your mail for an
invitation. Or, respond now:
818-247-7900, ext. 102.
We will also be celebrating
the success of our sister
company,

Retirement Plan
Fiduciaries, Inc.
Visit their website at:
www.rpf-inc.com

Outliving The Money: IRS Allows Longevity Annuities
No one wants to think about out living their money, but as people live longer, that
threat looms large. Allowing longevity annuities in 401(k)s and IRAs just makes
good sense. This will insure that people don’t run out of money during retirement.
While the option to buy annuities exists today, most of the annuities sold at
retirement are immediate annuities. This provides lifetime income, but it also
requires handing over a large sum of money to an insurance company in exchange
for the annuity. Many people object to losing:
 Investment control of the money,
 Access to the funds in an emergency, and
 Possibly losing the funds on death.

Postpones Payouts Until Age 80 or 85
The IRS has just approved the qualified longevity annuity contract (QLAC) which
should solve some problems by postponing payments until age 80 or 85. The IRS
now allows 25% of the account balance, up
to $125,000, to be invested in one of these
annuities. In addition, the IRS also listened
to our requests to allow the policy to have a
full refund of premiums-paid option. This
provides a refund if the benefits paid before
death are less than the amount paid in. That
should make heirs happy.
Another bonus: The amounts put into these annuities are fully exempt from the
age 70½ minimum distribution requirements. That allows the participant to use
the rest of his funds, manage his investments, and spend prudently for a fixed time
period before the guaranteed income kicks in. (Continued on back)

How much difference does this deferral really make?
Here are today’s numbers for a refund annuity
(where the purchase price will be paid
on an early death) for someone age 65
with $100,000 to purchase the annuity. The monthly guaranteed benefit
for life is:

 $505 starting immediately at age 65
 $2,679 starting at age 85.
Thus, a person with $400,000 could purchase one of
these annuities with $100,000 and plan on spending
$2,000 +/- per month from their regular investments
over 20 years and have a guarantee of $2,679 that kicks
in at a specified age thereafter.
Give us a call at 818-247-7900 if you’d like more
information.

Fiduciary Awareness Rises
The recent media coverage of plan fiduciary errors, and
resulting fines, has raised awareness in plan sponsors.
They have become very aware of these duties and their
responsibility to handle them in a prudent and timely
manner or risk enormous fines, penalties, or even jail
time. Even the Supreme Court weighed in by saying
that ESOP trustees did not get a free pass for holding
employer securities even though that is what the plan
was designed for.
The American Society of Pension Professionals and
Actuaries (ASPPA) conducted a survey of pension
professionals. The concerns raised included:

Around CMC

 Improper handling of mergers/acquisitions.
 Controlled/affiliated service groups are not 		
identified/handled correctly.
 Plan sponsors are too busy running their 		
business to handle fiduciary duties.
 Participant disclosures are not being 			
distributed.
 Compensation is improperly determined.
According to Judy Diamond Associates, Inc., 12%
of all 401(k) plans failed discrimination tests and
needed corrections. The DOL says 75% of plans
audited failed due to fiduciary errors.
Fiduciary errors often creep in due to apathy,
not understanding the plan document, or plain
ignorance. The IRS and DOL want to make
examples of plan sponsors who don’t handle their
responsibilities in a timely or prudent manner. The
DOL has increased the number of plans they will
audit in 2014 and beyond.

Reduce Fiduciary Liabilities
Our sister company, Retirement Plan Fiduciaries,
Inc., will assume the fiduciary duties plan sponsors
choose to outsource, and reduce
the liability for fiduciary errors.
Bonus: It frees the plan sponsors’
time to do what they do best—
run their businesses and make
profits. Give them a call (818856-1678) and they will be happy
to show you what they can do to
647 W. Broadway,
Glendale, CA 91204 reduce fiduciary liability to help
Tel. 818-856-1678
avoid penalties and fines.
www.rpf-inc.com

Michael Bain, ASA ,MSPA attended the Plan Sponsor National Conference, the Pension Practice Council and the
Print and Electronic Publishing Conference in Chicago, in June.
Cathy Green, CPC, ERPA spoke to the Financial Planners Association in Pasadena, this spring.
Michael Bain, ASA, MSPA and Cathy Green, CPC, ERPA attended the National Pension Study Group (NPSG) in
Victoria, British Columbia in July.

