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NEW SOCIAL SECURITY REPORT IDENTIFIES KEY QUESTIONS ABOUT
PAYOUTS FROM PRIVATE ACCOUNTS AT RETIREMENT,
DIVORCE, DISABILITY, AND DEATH

WASHINGTON, D.C. — Amid calls for Congress to create personal retirement accounts as part of Social
Security, anew report by a non-partisan expert panel urges lawmakers to pay careful attention to how and
when money from these accounts would be paid out to retirees, their spouses, and survivors if private
accounts become a new part of the Social Security system or are created outside Social Security. The
report, released today by the National Academy of Social Insurance (NASI), addresses how people might
be able to tap the funds and a number of other design issues that need to be addressed if individual
accounts are added to Social Security.

Co-chairs of the panel are Kenneth S. Apfel, Commissioner of Social Security in the Clinton
Administration and now a professor at the LBJ School of Public Affairs at the University of Texasin
Austin, and Michael J. Graetz, atop Treasury official in the George H.W. Bush administration and now a

law professor at Yale Law School.

“Most of the Social Security discussion has been about how money would build up in the accounts,” said
Graetz. “Thisreport covers, in depth, the largely neglected questions about how the money would be paid

out.”

“Payouts are important,” added Apfel, “because a central goal of Social Security policy isto assure some
level of adequate income.” Among questions addressed in the report are:

e How much access could retirees have to their account funds? Would they be allowed to take lump
sums when they retire, or would they be required to buy annuities, insurance contracts that guarantee
monthly payments for life?

e Could people be allowed to withdraw funds or borrow against the accounts before retirement age, as
they can now with 401(k) savings plans? Do these answers change if the worker becomes disabled or
dies before retirement?

(more)
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e What rights does a spouse or former spouse have to the accounts? Would accounts be divisible
property at divorce? Would spousal rights be decided in federal law or by state family law that differs
from state to state?

e Could creditors reach the accounts? Would accountholders have to spend the accounts in order to
become eligible for Medicaid or other benefits linked to income and assets?

¢ What institutions — government or private — would be responsible for making payments from the
accounts? If private financial institutions, such as banks, insurance companies or brokerage firms, are
responsible, would federal or state government regulate their conduct and ensure their solvency?
Insurance companies today provide private life annuities and states regulate them to protect against
insolvency.

e |f these accounts are part of Social Security, how will they affect payouts of Social Security benefits
for retirees, disabled workers and families of workers who die?

The report, Uncharted Waters. Paying Benefits From Individual Accountsin Federal Retirement Policy,

does not endorse nor oppose the concept of private accounts within the Social Security system. Panel

members have different personal views on this question. Thelist of panel membersis attached.

“It iscrucial that these payout issues be clearly understood by policymakers,” said Graetz. “They must
resolve the issues discussed in this report if they make a decision to add universally available individual
accounts to our current system for providing retirement income.” Apfel added, “ Retirement, divorce,

disability, death of aloved one —these are life-changing events. Decisions on these issues will have rea

consequences for American workers and their families.”

The NASI project received financia support from The Ford Foundation, the Actuarial Foundation, TIAA-
CREF Institute, and the Foundation for Child Development.

To obtain a copy of the printed report, or an electronic copy, contact Simona Tudose at 202/452-8097 or
by e-mail at studose@nasi.org.
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The National Academy of Social Insurance is a nonprofit, nonpartisan organization made up of the nation’s leading
experts on social insurance. Its mission is to promote understanding and informed policymaking on social insurance
and related programs through research, public education, training and the open exchange of ideas.
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Uncharted Waters. Paying Benefits From I ndividual Savings Accountsin Federal Retirement Policy
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Co-chair
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Justus S. Hotchkiss
Professor of Law
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New Haven, CT

Lily Batchelder

Assistant Professor of Law and
Public Policy

NY U School of Law

New York, NY

Ray Boshara

Director

Asset Building Program
New America Foundation
Washington, DC

Jeffrey Brown

Assistant Professor of Finance
University of lllinois at Urbana-
Champaign

Champaign, IL

Craig Copeland

Senior Research Associate
Employee Benefit Research Institute
Washington, DC

Douglas Elliott
President

Ctr. On Federal Financial
Institutions

Washington, DC

Joan Entmacher

VP and Director of Family
Economic Security

National Women's Law Ctr.
Washington, DC

Martha E. Ford

Director of Legal Advocacy
The Arc of the United States and
United Cerebral Palsy
Washington, DC

Douglas Fore

Director of Portfolio Analytics
TIAA-CREF Investment
Management

New York, NY

Fred Goldberg

Attorney

Skadden, Arps, Slate, Meagher &
FlomLLP

Washington, DC

Stephen C. Goss

Chief Actuary

Social Security Administra.
Baltimore, MD

Karen C. Holden

Professor of Public Affairs &
Consumer Science
University of Wisconsin
Madison, WI

Mark lwry

Non-Resident Senior Fellow
The Brookings Institution
Washington, DC

Howell Jackson

James S. Reid, Jr. Professor of Law
Harvard Law School

Cambridge, MA

Charles A. Jones

Director of Reengineering
Michigan Family Independence
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Lansing, Ml

Kilolo Kijakazi*
Program Officer
Ford Foundation
New York, NY

John H. Langbein

Sterling Professor of Law and Legal
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Yale Law School

New Haven, CT

Maya MacGuineas

Director, Fiscal Policy Program &
Retirement Security Program
New America Foundation
Washington, DC
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Executive Director
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The Aspen Institute
Washington, DC

Peter R. Orszag

Joseph A. Pechman Senior Fellow
Economic Studies

The Brookings Institution
Washington, DC

Pamela J. Perun

Affiliated Scholar at The Urban
Institute

Berkeley, CA

Eric Rodriguez

Director, Economic Mobility Initiative
National Council of La Raza
Washington, DC

Jane Ross

Director, Center for Social &
Economic Studies

National Research Council
Washington, DC

Dallas Salisbury

President
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Washington, DC

Bruce Schobel

Vice President and Actuary
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Sheila Zedlewski

Director, Benefits Policy Center
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Washington, DC

* Kilolo Kijakazi was a senior policy analyst at the Center on Budget and Policy Priorities when the study panel was formed.
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