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Wr aTc to yrlir uirh I especi tu (be pr~posedregulrttrons on Dclriult invesstmcnl 
h ~ ~ ~ r n ~ ~ ~ i r e s  +r'hesethat t b  1)epartment of Labor (DOL) isaled fin Sepiorrlxr 27,20f)6, 
rcguiarions are very importmt to the rctircmtnt sccwity cli mi IIiunk;r ~ i  especially as;A X I ~ I C W ,  
the Cc,nsa<Hureau has rcportcd a declinu 11-t thc levcl of e~r;plo)-eespwticipatiug in emplnyer 
sponsored relircrnent pl3n4 ovtr reccrit yeans As such, we hapc you wilI consider wiiys to 
cxpnnd ihs options for dcfuulf Inveslmenfs prior to fimljzirg t h e  reguiatians. 

.kc Fnxt ici.,irw. r hc I'ensiun Protc-ctir)I-, Act {IYPA) provided crir icirl incerrbvcs fo'a!. 
~ I ~ B ~ ~ s ~ c P ;  tmolhnei~tal-rmpments. Ijildcr thcsc wraaasgenLm$s+EO adopt n~~x:~i)mat;Ltic ernployecs 
swul+! t iec i , t r~tcnruilcrf ln lhcir cmp1ol;c-1,'s 401 (k)l>?nnluu!ess flrtr? clrct out ofparlieya~ingin 
L\c pknn. Studies: Bz i~cslloicn that autornilt~cenrollment ixl.rangernm& signific;ant!y incrca.=.=ethe 
level r+f'etnployrcparticiparic~nin 401ik)p ln~s ,pw.i~rrlnrlymc;rg low ru~dmiddle-itlcnrnc 
emploYcct.s. 

()I e of r l ~ ?kc-? ~mceuti\csin 4irc P l ' h  wm a J i t c c t ~ ~ b  of l,;iE)r 2 0iu tb? Ucparti~~cni IS.;UG 

"deFau1t itA\'cs&cnt" rzguldhons ~nrollrrrt-~tt ccnipiayzcsIBnder cuffen(axrr~mt~c ~uraxnprnicnl~. 
W~ICPjii,' i:ut~matirsilyt n ~ ~ i l c d  to IIOJV theyill tiicplm havc gcrlt.rdiynot rn,lJt. : t ~ oelection a 
waaxt rtaeis co~$prtrutirtns ~nvestcci.Accordingly. c~npl~tycrs e ~ ~ o t i r n chat .tdupt ap:Lanatj~ 111 

~~antngtaxnts 'l'hcre is lwlntwoirld rnirke the initial investment riecicion for ihc empicryem. 
wnrccr i a  ll~aithis a~eionmight ~ u t ~ j c c t  tri fidi~ciiirylih~bili~y.file tlmployc~ ' Ihh unccrtaintj. a b u t  
p~lmt~al f~as bus, he: PPA~ ~ X P B S U ~ C  slowcd rlie growth or autorn rtrc cnrollmetlt mmgernerltq. I 
directed t l i t  Dcyartmc'nt to ex~mdrelief w~derS~eclitrn404(c) by probrciing safc harbor 0 pes of 
"dcfault investments" th;n rtv~ldnot hut~jec~ to ctM~linfiC1u~iu Ihc gudempIuyet~ y hbjli$?. 
slmuld he to 1l;lr;c tl~c:ho&tes~array u i  appropriate d1:i:dulioptions This ~ o u I del11i11k 
elr~ploycrlitu se:cct without W ~ U C  cunr:crn aboltt liability the defaul i ~nrcslmcalk s f  .wiied $0 
their plans rind workforce, 

While wc appreciate the i)cp:srmerr~'squick actioil a d  tl~uughthicor~sider;rtiunof ah? 
LSSUCS. NC do  hr~vesna:le conrcrrrs rezwdsng Iht: ctkeci of !hesc Ie%ui;llions~ l ' ~ t t ~ p f e n n c  
c~~mf i t l>  t r - r \  relic[ tiribcr -hployea:uBrii I hc regtdatior~would irnplcr rlznt the iiclt~c~ary 
R~wernentlncurrlc Sccurirj Acr (bRlSA) Scction 404(c)tS) for pis) asssh invested in 
"'qua1jfi c - default invc~irncn~ nrt:rcgulariorr creates thrcr: safk ha1bcraltcm:tti\ cs" 1 QU1:i I 
drsrgns li ~rQUlAs (li fc c y ~ l chinds, hii1:rricrtd funds, .uxdmmagrcl sli.rrtiinLs) u hilt: clca iv  
sratin i t  rh2t a1jrne"rdvsiglis nla?* pr~idcnrdefaults 
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It i n  critical t b r  then be a broad mngc of sa5e harbor default invt:~krltcrntscvdable. K 
the ]is!is rt,w rt:srric+live,son3c cmp1r~yc:r.rwilI  rkide that tusthing om Ihc. Xist 1s suilablc fnr 
cmplopes. ' I b t  will rman, m tam, t h a  such employers might hc less likely to adopt a u t o w c  
rrnrul~mcntiSWdY3gC~c5nlS. A d  more impr>rtmdv,1r1i41iyemployees will not be placed in the 
riefauit investment k s t  suited to [heir ci~currar~rnces. that CongressTilcst: arc knot thc ies~ltf; 
wanled. 

Accordingiy, we urge you tcs jncfuk d brwd array ol  safe Iiarbor defaul~i~ivwtmzatsi i ~  

addbiuxk r o  dact o m w e r  linc-up of baiiu~ctdfwd,  lifc cycle fund, and managed ~ c v o n rsate 
hxhom tha! you rwe~tlyproposed. For exm~)Xc,sr,rvle empIaycrs rwy well k5cvr that &s best 
dcf'aulr clptrclfi for thc~remployees is a capital presea\fitiunoption, WL+I k%a st&Je vdue piducr, 
so that crn;~luyc~swho arc automatically emlied do sot iosc pnnciglal. 0th~m p l b ~ f ihave 
dslvelopd innovative and efficient ryprnic he< to manag~xlaccounts that do not require the usc uf 
An iavestrrient manager. Still other er~~ploycrs!nay want to design a mulii-part dcf:qul$sptrm hat 
srf f tn  pmicipmrs gurrrantecdMerim irtrairnr ttlrrrugh a uotllhina&ionof a ~na~ragcdaccorlfit and 
m annuity cmtmcn wit11 iiquidity features, If thcsc rvyes uf i~ptionsthat an: u ~ e h l l l y,wIe<ttdro 
suit a comlmny's wr~rkiorccarc no{ irrictcd a i  s,lfe harbor dcFault jnvestnlcnW, our goal of 
expanding pcmion arvcrage through auruj-r̂ i&ir;cmdimnt ru rwgcmenas wiii not be met. 

Amther of rh~:key mccntivcs lor auto~nxbcemoIlrrrcr~tsn the Pi:nsiorl i*rutce&anAc1 was 
the cl:irtfication lllst Sutc wi~hboldinglaws - a nu~nberuSwhich could prolutdf aueomaur 
cmllnrenl - - n w  prtc~~apred or~ l yapplia, i10w.cvcr, toby ERISA. T'ksbprecnlpbotl p~ovlsloll 
P ~ ; H ? Stkal ri-nnrjdysvirh the Jicpartrndlt7sdcfa~Jtirlvcctmcnt rehwlatroi~s.Ibr  this purpose, ~tis 
cehral that the aegu3acions he sufficient1y bnnrl Auromatlc eurnllmetit miingzments usiag 
raasnn:ihlc default investment opttans should be r:mt~tledto pnw,mpt:sr~.Wlclwist, we wal! have 
taken a gi i~r l~stcp backwar& by reopeolng lhz qucsticln at w h c ~ k rStale Iau. prt~hxb~!ablnarby 
autr~~nericcnrollmen: i~rrangemmns 

Finally, we accd to ensure rhat the,sucr=cssfalcrcp.arrsionrrf p s i o n  Coverage aailicved by 
those ~,rj~lil~iinics arrangerrieriL%that prevjou.sly adopted rniomtic enrc~lln~zrzf is not dismptetl. I[ 
is ~Titicaith'df.the p~emptirjrlapply regardless aof the type ofrfefauit invcs~mcntslid funher dial 
rc;l\r~ctable,pnrrtcnt default ~inestntcntoptions already ~ h t , mby thcsc oonrpmic~f t x  CAisling 
p&iclp&n~~he accorded safe ham5 prutcc$itrrl, Othcrwisc, we will have padiacd fhnw who 
hatre been In f& forc.frwtf ni a wend r o n g r ~ hwmtcd to encaulage. 

W t  hrjpe y n ~u,iltccnsjder these recommrrdi~riunsu ycw yr i: l -~ , trethc lir~rrlrcgulntiurrs to 
iniplurnen: these prc.wisions. We h e l i r : ~ ~khat rt is critical lhal thc firm1 rcguliatioas reflect the 
intent of C 'ongress10 expnnd enn91Inxent in retirernenr pians by a~actirrph c  I'PA. WClook 
fornard to wmking w i~h you un th(::e and c#er irmmpc~rtflillrrcti~~ilalt i k~ues .%~:%.urily 
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