
Defining a Clear Path  
for Your Pension Plan

Data Maintenance 
Verify all plan data accuracy to ensure 
sound decisions moving forward

Plan Design
Align retirement benefits with your 
overall employee value proposition 

Asset Strategies
Manage investment policy, performance, 
and risk against market volatility

Partial Risk Transfer
Help reduce costs and risks associated 

with former employees

Plan Termination 
Determine the optimal time to remove 
all remaining participants from the plan 
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The Lost Value of Poor Data

A recent client had committed to terminating its defined benefit plan. The plan sponsor set a strategy 
and a timetable for termination prior to the plan data being evaluated for accuracy. After significantly 
moving down the path towards termination, the insurance provider could not provide the costs of 
purchasing annuities by the date requested because the data was determined to be both inaccurate 
and incomplete.
The plan sponsor asked Sibson’s data experts to assess and reconcile the participant data records. 
Ultimately, the sponsor was able to meet the deadline for termination, but by the time the data had 
been cleaned, interest rates had fallen, increasing the cost of purchasing annuities for the remaining 
employees in the plan. However, the data clean-up effort proved to be worthwhile in another way: 
Sibson experts identified potential payment errors that would otherwise have resulted in more than 
$1M in extra annuity costs as a result of the poor data records.

Data Considerations: Fixing the Roof Before it Rains 

Whether you are calculating a retirement benefit, preparing for a plan audit, winding down a plan, or simply 
performing the necessary due diligence to fulfill fiduciary obligations, the importance of high-quality data 
is essential. In many instances, the burden on plan sponsors increases significantly when data cleanup is 
performed in conjunction with a large-scale project, such as a lump-sum window or a plan shut down. The 
time spent scrubbing and validating participant data, which in many cases can take several months, may 
prevent the timely execution of any project.

For that reason the time to focus on data should come well before any significant project is considered. In 
other words, the time to focus on having accurate data is now. 

 

Have you been 
unsuccessful in locating 

former participants?

 
Do you  

scramble through  
old paper files to validate 

employee data? Is current and former 
employee information stored 

across multiple HRIS systems, 
some of which are no longer 

supported?
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Sibson’s Approach

In assessing and helping to reconcile plan data, our consultants work collaboratively with the plan 
sponsor’s administrative staff to ensure all data is accurate and complete. Our approach helps to ensure 
that the plan is ready to act immediately when opportunities for de-risking arise. Our process includes:

Selecting the appropriate team to perform the data reconciliation 
– whether it be an in-house task force, third-party administrator, 
consultant, or a combination based on skills and budget

Identifying all available sources of plan data – including, but not 
limited to, HRIS, payroll, vendor or in-house record-keeping systems

Assessing current and future needs for plan data

Evaluating non-electronic data and other historical records 
– including prior purchased annuities, trust records, 
outdated systems, and pre-electronic paper records

Implementing the reconciliation plan and measuring results

Pinpointing gaps in electronic data sources and 
determining how best to address those gaps
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The Benefits of Aligning Plan Design with an Organization’s Objectives

An employer had grown its active population significantly during the previous 10 years and had 
seen younger hires become an ever-increasing portion of its overall workforce. A survey of the active 
employee population revealed a desire for more transparency and control over their retirement savings, 
especially among the younger hires.
The organization responded by freezing its defined benefit program and replacing it with an enhanced 
defined contribution (DC) plan. All employees would participate in the DC plan, with older and  
longer-service employees receiving larger contributions to the extent allowable. This not only reduced 
volatility but helped the company save $3M in annual cash contributions and $6M in annual expenses. 
The new plan design met the organization’s redefined objectives with regard to its changing workforce 
while still providing longer-term employees with a valuable benefit as they neared retirement.

When Your Plan Design Is No Longer Sustainable 

The steady decline in the number of defined benefit pension plans has been well documented. Today’s 
regulatory environment and volatile financial markets, coupled with longer life expectancies, are making it 
increasingly difficult for plan sponsors to continue to manage pension costs efficiently. Further, as fewer 
companies provide defined benefit pension plans to new employees, there is less demand for these 
programs in the workforce.

The challenge of constructing a program that is sustainable and cost effective while also providing a 
valuable benefit to employees has led many plan sponsors to consider a redesign of their retirement 
program. A redesign of your current offering can look to:

 á Leverage the 401(k) plan for existing and new employees 

 á Institute a defined contribution replacement plan

 á Consider alternative formulas within the pension plan

 á Convert the pension plan to a cash balance design

   

Are your cash  
contributions too volatile?

 Do your employees value their 
pension plan?

Does your pension plan  
attract and retain key employees?

Have organizational goals 
shifted since the  
plan’s inception?
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Determining cash and accounting costs, and 
comparing them to the current plan’s costs

Preparing “helped-hurt” and gap analyses, and  
assessing how well the new design satisfies objectives

Assessing objectives of the current plan design, and creating new objectives for the redesign

Developing preliminary strategies that target the desired goals

Assessing the new design’s effect on your 
Total Rewards programs

Reviewing designs for compliance with IRS and DOL regulations

Allowing for modifications that may surface during the testing process

Reviewing program benchmarks as compared 
to programs offered by your competitors

Implementing the new plan design and monitoring results

Sibson’s Approach

Our consultants provide you with customized solutions that align with your goals. We collaborate with you 
to come up with plan designs that will meet your business goals and your employees’ needs over the long 
term. We approach a plan redesign through a comprehensive process that includes:
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An Asset Strategy That Can Protect Against Market Risk

“Hope” is not a strategy, especially when it comes to managing the investment performance of a pension 
plan. Due to the uncertainty around investment returns and interest rates, many plan sponsors have 
considered implementing a liability-driven investment (LDl) strategy. 

Unlike traditional investing, which seeks to maximize the value of the assets, LDI recognizes that the 
purpose of the assets is to fund the benefits paid from the plan. The LDI approach seeks to maximize the 
excess of plan assets relative to its liabilities by dividing the assets into two portfolios: the first invests in 
high-quality, medium- and long-duration fixed income, and the second portfolio is made up of higher risk, 
return-seeking assets including equities, real estate, commodities, and private equity – essentially anything 
other than fixed income. The value of the assets in isolation is not as important as growing the assets 
faster than the liabilities and then ‘locking in’ those assets as the plan’s funded status improves.

Some plan sponsors, especially those with closed or frozen plans, adopt an asset allocation ‘glide path,’ 
which shifts assets from the return-seeking portfolio to the liability hedging portfolio as funded status 
improves. The degree to which this happens depends on the risk/return preferences of the sponsor.  
Following a glide path offers the additional benefit of lowering the chances of overfunding and leaving 
assets stranded in the plan.

 

* Sibson Consulting and Segal Marco Advisors are both members of The Segal Group, Inc.

    
 

Is the volatility of your 
assets and liabilities affecting 

your balance sheet and income 
statement?

 Is your plan’s funded status 
deteriorating despite solid 

investment returns?
Is your pension portfolio 

positioned for what is currently 
happening in the market – or for what 

you hope will happen?

The Benefits of Following an LDI Strategy

The difference between following or not following an LDI strategy can be quantified readily over 
time. A defined benefit plan client with $300 million in assets working with Sibson and Segal Marco 
Advisors,* an SEC-registered investment advisory, implemented our strategic LDI recommendation 
approximately four years ago. In reviewing where they are now compared to where they would be if 
they had not implemented the strategy, the plan has experienced a $45 million improvement in its 
pension asset/liability match-up. Since initiating the strategy, the plan has seen its annual funding 
requirement decrease by $5 million in aggregate.
While not all plans will experience the same results with an LDI strategy, and in some cases the 
strategy may not yield higher returns, its value lies with the comfort of protecting the plan’s funded 
status regardless of market activity.
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The Sibson and Segal Marco Approach

In transitioning your plan’s asset strategy from its current investment structure, our consultants manage 
your assets along a de-risking glide path using the most appropriate asset allocation and portfolio 
construction. Along the way, we provide a customized, holistic, interactive solution that meets your 
organization’s governance and financial statement management philosophy. Our process includes:

Providing clear and understandable fiduciary training to your 
staff to define investment and plan terms and processes

Researching investment options using our team 
of capital market and money management experts

Utilizing stochastic modeling to establish the optimized, 
customized investment path for success for the plan

Providing full implementation support – from drafting the 
investment policy, through hiring custodians and managers, 
to designing reporting and administering the details

Monitoring investment performance and implementing 
tactical rebalancing to add value along the path

Gathering plan valuation, liability and asset information

Reviewing your organization’s and your plan’s current 
investment policies, manager structure and governance
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Reducing Pension Plan Risk Through a Partial Transfer 

    
   

Could you be paying 
PBGC premiums up to $600 

annually for each of these former 
employees?

 Do you have a 
large group of terminated 

employees still in your pension 
plan? Are the economics  

right for your organization to 
look into reducing the size of  

your pension plan?

The Benefits of Implementing a Lump-Sum Window

In an effort to reduce risk and remove costs in its pension plan, an employer decided to cash out 
former employees with small benefits (typically valued under $5k) as well as provide a temporary 
lump-sum window for those with larger-valued benefits. Over 1,100 participants left the plan through 
the dual effort, shrinking the terminated vested population by over 50% and the headcount of the 
entire plan by 44%.

In addition to saving $80,000 per year in PBGC flat-rate premiums through the lump-sum window, 
the plan sponsor cleaned up its data, allowing it to act more quickly if interest rate changes and 
investment returns present an opportunity for plan termination. Additionally, the lump-sum window 
helped the plan sponsor save approximately 10 –15% as compared to the cost of buying annuities.

Whether due to rising costs, volatile capital markets, or increased administrative complexity, many defined 
benefit plan sponsors have made the decision to streamline, freeze or ultimately terminate their pension 
plans. A complete plan termination can be expensive, and many sponsors do not have the ability (or 
desire) to fund an immediate termination. In the interim, either in preparation for an ultimate plan closure 
or simply to reduce the risk profile of the plan, sponsors can shrink the size of their plans through a partial 
risk transfer, which delivers several advantages:

 á Lower investment, interest rate, and demographic risk

 á Lower PBGC premiums

 á Less data to monitor and manage, which makes the ongoing valuation and potential plan termination 
process smoother

Options for a partial risk transfer include designing lump-sum windows for terminated vested members as 
well as annuitizing groups of retirees that share similar profiles.



Defining A Clear Path For Your Pension Plan • 8

Sibson’s Approach 

Our consultants have extensive experience in assessing whether a partial risk transfer is right for your 
organization and when the most opportune market conditions exist for such action to be initiated. Our 
process includes:

Cleaning and preparing census data, including assisting 
in locating missing former employees

Working with plan counsel drafting plan 
amendments and other legal documentation

Creating participant communications to optimize the 
probability of a high acceptance rate for the offering

Providing due diligence in choosing the appropriate providers 
and ensuring sponsors adhere to all legal requirements

Identifying target populations to ensure the largest savings

Informing you about the costs, benefits and steps involved
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Landing the Plane at the End of the Journey

    
    

A Typical Dilemma…and a Potential Solution

Plan sponsors that decide to terminate their pension plan may spend several months in the initial 
phase of the project before realizing they are not prepared for all of the steps involved in a complete 
plan termination. This could manifest through issues within the plan’s administration processes or 
through difficulty in meeting termination process deadlines. These steps ultimately compete for time 
with performance of your daily workload. 
Sibson helps plan sponsors perform an assessment of the feasibility of terminating the plan. If 
termination is viable, we can oversee the entire process and coordinate all aspects of the work 
required by the various parties involved (including the board, plan sponsor, legal counsel, and 
administrative and other service providers). Working with you, we build a rigorous project plan and 
timeline that we oversee from start to finish.
Our goal is to remove the administrative burden that plan sponsors face when terminating a plan, to 
ensure all fiduciary obligations are met, and to provide reassurance that all plan participant benefits 
are communicated and distributed in the most seamless and efficient manner possible.

Terminating a defined benefit plan is often the desired ‘end game’ for many plan sponsors, especially in 
the current climate of volatile financial markets, rising costs and increased regulatory scrutiny. However, 
this process is lengthy and administratively complex. 

While there are decisions and actions that can be made along your plan’s journey to ease the termination 
process, there still remains many administrative and legal requirements (e.g. resolutions, filings, notices) 
a plan sponsor must fulfill in order to be compliant. Fulfilling these requirements in a strategic and well-
documented manner helps to guard against enduring scrutiny and future litigation.

 

Do you have the necessary  
tools in place to defend against 

participant litigation?

Do you know if your  
plan termination will trigger  

an audit?

 

Are you aware that a  
typical plan termination  

takes two years?
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Sibson’s Approach

In order to ensure a plan termination meets all compliance requirements and happens in the most  
cost-effective manner, our consultants work collaboratively with the plan sponsor and all vendors 
throughout the entire process. Our approach includes:

Conducting an annuity provider search to match the 
appropriate option based on cost and ease of process 

Analyzing the decision-making process to ensure that fiduciary 
decisions are made solely in the interests of plan participants

Confirming that annuities purchased properly match the benefits 
owed to participants and that lump sums payments are timely

Providing full support in distributing annuity contracts to each 
participant and in submitting all the necessary legal documents

Drafting participant notifications regarding the intent 
to terminate as well as forthcoming benefits

Preparing all necessary forms for submission to 
the PBGC and IRS 
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Why Choose Sibson Consulting?

 á We view retirement programs holistically. We recognize that retirement benefits are  
only one aspect of your Total Rewards and compensation package, and they should not be 
viewed in isolation.

 á Our solutions are cost effective. With only your interest in mind, we work with vendors to 
streamline the processes and save your organization money wherever possible.

 á We are objective. As an independent, employee-owned firm, we offer unbiased consultation 
and recommendations, and our only compensation is based directly on the work we perform 
for you.

 á Our solutions are tailored to your needs. We provide customized, achievable solutions 
that align with your goals.

 á Our investment consultancy is rated as a top investment advisor for delivering 
reasonably priced solutions and effective meetings, per the 2016 Greenwich Associates plan 
sponsor survey. It has over $500 billion in assets under advisement in both discretionary and 
non-discretionary investments.

 á We are experienced. Our consultants have helped thousands of organizations maximize the 
investments in their employees.

For more information about how Sibson can help your organization explore its options  
for the later stages of your DB plan’s journey, please visit www.sibson.com/DB-journey.


