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Longevity Insurance in Defined Contribution Plans (401-k Plans) 

The US Treasury Department issued final regulations on Qualifying Longevity Annuity Contracts 

(QLAC’s). This important regulation provides for the purchase of a deferred income annuity inside a 

defined contribution plan or an IRA.  

What is the significance of this change? First, participants can now purchase a deferred annuity to insure 

against longevity risk. The purchase must require that payouts must begin before age 85. The discount 

back to age 65 from 85 (20 years), allows for significant pension payments with lower upfront costs.  

Second, there can be a death benefit that is paid to the beneficiary if the purchaser dies prior to the 

beginning date. Third, the amount used to purchase the annuity can be used to reduce the minimum 

required distribution amounts that begin at 70 ½.  

All of these attributes are significant planning tools in you or your participant’s retirement program. My 

initial take is that we used these in IRA’s where appropriate since the selection of the annuity provider 

would be a fiduciary issue that could have long term implications to the trustees of the plan. Having 

participants purchase these in an IRA eliminates this concern. It can also restrict the movement of plan 

assets from one recordkeeper to another in today’s environment.  

The maximum amount that can be used is 50% of the account balance or $125,000.  

To date, there are very few providers in QLAC’s so a comparative analysis of the marketplace is almost 

non-existent. This is a way to change the account balance retirement world to provide retirement 

security for defined contribution participants. 

About Edu4Retirement, Inc. 

For the individual, Edu4Retirement, Inc. specializes in providing retirement education and advice to our 
clients along with appropriate investment products to assist in mitigating retirement risk.   
 
For the business, Edu4Retirement, Inc. specializes in plan design, investment selection and monitoring 
and fiduciary risk mitigation for retirement plans. Please think of us when it comes to retirement plans 
and retirement planning.  We appreciate your business and your referrals. 


