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Oppose SB 1692 (Martwick)
1. These Plans Are Supplemental and Exempt from ERISA for a Reason
· 403(b) and 457(b) plans are voluntary, tax-advantaged savings plans that supplement primary retirement benefits.
· These plans are explicitly excluded from ERISA by federal law, reflecting their supplemental nature.
· Forcing unnecessary fiduciary burdens onto local government employers contradicts long-standing federal policy.

2. Increased Liability and Legal Risks
· Litigation Risk: Imposing a stricter fiduciary standard exposes local government employers to potential lawsuits from employees and third parties.
· Imposing a fiduciary standard forces employers to take active oversight, contradicting the long-standing model of keeping employers at a neutral distance. While we support protecting participants, this bill oversteps that role and adds a burdensome lability on local governments that is unnecessary and can be harmful to employers and taxpayers alike.
· The federal government has intentionally excluded these plans from ERISA fiduciary requirements—state-level intervention is unwarranted.
· Local governments already comply with existing fiduciary rules – such as the NAIC regulation and the SEC Best Interest Standard – additional oversight is redundant.

3. Taxpayer Burden and Financial Impact
· Increased legal exposure and administrative costs will force local government employers to absorb significant new expenses.
· Ultimately, these costs will be passed to taxpayers, making this an indirect tax increase.

4. Employers Will Discontinue Supplemental Plans
· Many employers will drop their 403(b) and 457(b) offerings rather than accept the increased liability and administrative burden.
· Because these plans are supplemental, they are not essential for employers to maintain unlike pension plans.
· Teachers and other public servants will lose access to valuable retirement savings options as a result of this legislation.

University Retirement Plan Litigation: A Cautionary Tale
As of September 2020, of the roughly 20 universities that have been sued over the fees and investment options in their retirement plans since 2016, there have been at least eight announced settlements, totaling over $84 million. These lawsuits illustrate the costly and continuous litigation risks associated with imposing strict fiduciary standards on retirement plans, further proving why SB 1692 would set a dangerous precedent for local government employers.
image1.png
BIG T | o




image2.png
National Association of Benefits and Insurance Professionals

Illinois Chapter

(ONABIP

Shaping the future of healthcare




image3.jpeg
A

NAIFA
AR, .

ILLINOIS





