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24,000 Bristol-Myers Squibb retirees and employees have to make a choice: receive lump-sum or annuity payments

 

Overview
Bristol-Myers Squibb is terminating  its well-funded pension plan and offering  participants lump-sum or annuity payments.

Affected benefit plans

U.S. Retirement Income Plan

 

 Office locations

Top 10 locat ions are :

INDIANA

Fort Wayne

Mount Vernon

MASSACHUSETTS

Devens

NEW YORK

Garden City

New York (HQ)

NEW JERSEY

Lawrenceville

Bridg ewater

NORTH CAROLINA

Greensboro

PUERTO RICO

Manati

TEXAS

San Antonio

 Key dates

De ce mbe r  3, 2018:De ce mbe r  3, 2018:  Termination plans announced

Fe br uar y 1, 2019:Fe br uar y 1, 2019:  Pension plan will terminate

July 2019:July 2019:  Lump-sum payments will be distributed



Aug us t  2019:Aug us t  2019:  The remaining  pension oblig ation will be transferred to Athene

Background
Bristol-Myers Squibb is a g lobal biopharmaceutical company with offices around the g lobe, including  over 10 locations in the United States. It has
announced that it's g oing  to terminate its $3.8 billion pension plan, which means it'll be offering  lump-sum payments to participants and transferring  its
remaining  liabilities to Athene Annuity and Life Company. Althoug h it's common for United States pension plans to be underfunded, this isn't the case for
Bristol-Myers Squibb. Its pension plan has assets that are 147% of the liabilities; it's likely it has made this decision to minimize its risk and lock in a hig h
funding  level for its participants.

Pension plan chang es can be an opportunity for financial advisors to add value to their clients because it's a critical decision-making  period. Advisors can
make sure their clients have a clear understanding  of the chang es to their plans and help them assess whether they should chang e their distribution
election.

Who may be affected by this plan termination?
The termination will affect over 24,000 individuals, including  retirees and current employees. The pension plan includes approximately 4,800 active
employees, 1,400 retirees and their beneficiaries currently receiving  pension payments, and 18,000 former employees who haven't started receiving
payments.

What are the details of the offer?
Everyone who's affected by the plan termination will receive a different amount in benefits, reg ardless of which option they choose. This is because
retirement benefits are calculated based on factors that differ between employees, including  years of service and level of pay.

Affected plan participants have two options:
Opt io n 1:Opt io n 1:  Receive a one-time lump sum payment that will be paid in July 2019.

Opt io n 2:Opt io n 2:  Receive monthly annuity payments. Bristol-Myers Squibb will purchase a g roup annuity contract from Athene Annuity and Life Company, and
plan participants who choose this option would receive their annuity payments from Athene instead of from Bristol-Myers directly. This transaction includes a
special election option for active employees to beg in receiving  their benefits. The current plan provisions, benefit payment options and in-pay benefits will
remain the same.

In either case, participants will no long er be under the Bristol-Myers Squibb defined benefit plan and will not be protected by the Pension Benefit Guaranty
Corporation (PBGC). In the case of the annuity transfer to Athene, participants do have some protection throug h the State Guaranty Associations for Annuity
Contracts. This is g enerally limited to $250,000-$300,000 for each contract, althoug h some states have hig her g uarantee amounts.

The decision window is short. Ideally, plan participants have already started to think about what they would do if their retirement plan was terminated and if
they were offered a lump sum. Reg ardless, the option they choose is an important decision that has a sig nificant impact on their retirement planning .

Additional resources for financial advisors
To help your clients make the decision of whether or not to accept a lump-sum offer, use this Conversation Toolkit. It includes resources like a worksheet
and a whitepaper that you can share with clients to help them assess their options and make the choice that best supports their retirement g oals.

Bristol-Myers Squibb has also provided an information packet to the affected participants, which includes more details to help inform their decision. Ask
your client to provide you with this packet so you can review it tog ether.

https://www.columbiathreadneedleus.com/insights/business-building/grow-business/ct-lump-sum-distribution/
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