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The USA Retirement Plan

Mission Statement

“The mission of the USA Retirement Plan Independent
Advisory Committee is to design a comprehensive
retirement program that turns the Senate HELP
Committee’s concept for a national retirement program into
a workable, easily understood plan, providing every
American worker with an opportunity to begin or enhance
their retirement security.”




Overview

The USA Retirement Plan will address an
urgent need for enhanced retirement income
for all participating workers by providing a

safe, secure, predictable retirement income
stream for life.

The Independent Advisory Committee’s report is a

roadmap for the implementation of all aspects of the USA
Retirement Plan.




Overview — Benefits

« “Notional” accounts

« Investment “collar”

« Accumulation Fund

« Annuity Fund

* Predictable retirement income stream for life
— No withdrawals or loans

- Emphasis is on retirement income

— Workers do not need to manage their account balances

The Independent Advisory Committee acknowledges the significant
contributions to the USA Retirement Plan design made by the Center for
American Progress with its SAFE Plan concept




Overview — Key Features

« Participation is simple, Plan is easy to understand
 All workers with a SSN are eligible

. “Ii-:lybrid” retirement plan, combining best features
of :

— Defined Contribution plans
— Defined Benefit plans
* No investment management burden for participants
* No budgeting risk for participants
« Complete portability for participants
 No risk for employers or Federal government




Contributions

 Contribution rates
— Participant contributions are pre-tax

— 3% of pay minimum if employer does not offer any
retirement plan

— Contribute up to 15% of pay; $15,000 annual
maximum

— Voluntary employer contributions

« Same (but separate) limits as participant
contributions

— All contributions are invested in the Accumulation
Fund




Notional Accounts

« Notional Accounts; not “real” accounts because

— Credited investment return may not equal actual
return

— Notional account balance is not distributable to
participants

— Notional account balance is hot communicated to
participants

— Can see contributions and projected annuity benefit

— Emphasis is on predictable retirement income for life




Reserve Fund

* Tracks difference between Accumulation Fund and
Notional Accounts

— Accumulation Fund = Notional Accounts + Reserve
Fund

« Accumulation Funded Ratio
— Accumulation Fund = Notional Accounts

— If greater than 120%, increase Notional Account 1%
for each full 10% over 100%

— If less than 90%, reduce Notional Account by 5%;
further 2.5% reduction for each 5% below 85%
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The Annuity Fund

- Earliest retirement age is 62
* No maximum retirement age

« At retirement, transfer notional account from
Accumulation Fund to Annuity Fund to “purchase”
annuity

* Normal annuity form is

— 50% Joint and Survivor Annuity for married
participants
— Single life annuity for unmarried participants
— Return of participant contributions death benefit
» Initial annuity conversion interest rate is 5.0%
— Low risk, but better than current market rates




Cost of Living Adjustments

e Automatic 2.0% annual COLA

« COLA payable as long as Annuity Funded Ratio is at
least 90%

— Annuity Funded Ratio = Present Value of
Annuities = Annuity Fund

« COLA suspended if Annuity Funded Ratio is less than
90% for 2 of 3 years

— Restored when 100% funded for 2 of 3 years

 Suspension of COLA improves Annuity Funded Ratio
by 10-15%




Illustrative Benefit

3% of
Assume: Annual Annual Pay Account Balance
- 27-year old Year Pay Contribution at End of Year
contributes 1 $ 40,000 $ 1,200 $ 1,236
3% of pay 2 41,000 1,230 2577
3 42,025 1,261 4031
for 40 years . 13076 /562 < 603
- Pay 5 44,153 1,325 7,304
INnCreases
2.5%/year
» Notional . : : :
account 38 99,740 2,992 233,037
earns 6%/ 39 102,234 3,067 250,178
year 40 104,790 3,144 268,428

Annual Annuity at Retirement = $19,656

Investment return accounts for 72%o of benefit




How Much Pay Is Replaced by USA Plan,

Social Security?

Percent of Pay
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USA Plan vs. Market Annuity Rates

« Annual Annuity for our 40-year participant retiring

at age 67/
P—
Contribution Rate 3.25% 5.00%
3.0% $16,634 $19,656
6.0% $33,267 $39,310
12.0% $66,536 $78,620

« USA Plan annuity is 18% higher than market rate
annuity




The USA Retirement Plan

« Simple to participate and easy to understand
Provides a predictable income stream for life
No unfunded liabilities

Complete portability

Independent Board of Governors and Boards of
Trustees (no conflict of interest)




Summary

The USA Retirement Plan

- Minimum 3% pre-tax contribution for participating
workers with a Social Security Number

« Prudently managed investments by a team of investment
professionals

« Provides important investment in the economy, thereby a
force for job creation

 Universal, Secure, and Adaptable (USA)

« The USA Retirement Plan is essential to solving
the retirement income crisis




