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POWERED 
BY 

PARTICIPANTS  

J.P. Morgan’s participant-centric approach to our SmartRetirement  
target date funds is unparalleled. Giving you an edge in getting participants 
across the retirement finish line.

The only active target date manager with a Morningstar Gold rating.



Contact J.P. Morgan Funds Advisor Service Center at 1-800-338-4345 or visit jpmorganfunds.com for a fund prospectus. 
Investors should carefully consider the investment objectives and risks as well as charges and expenses of the mutual fund 
before investing. The prospectus contains this and other information about the mutual fund. Read the prospectus  
carefully before investing.
Analyst rating as of 2/1/18 applies to the actively-managed SmartRetirement Funds.

The Morningstar Analyst Rating is not a credit or risk rating. It is a subjective evaluation performed by the manager research analysts of Morningstar. Morningstar evaluates funds based on five 
key pillars: process, performance, people, parent and price. Analysts use this five-pillar evaluation to determine how they believe funds are likely to perform over the long term on a risk-adjusted 
basis. They consider quantitative and qualitative factors in their research, and the weighting of each pillar may vary. The Analyst Rating scale is Gold, Silver, Bronze, Neutral, Negative. A Morningstar 
Analyst Rating of Gold, Silver or Bronze reflects an Analyst’s conviction in a fund’s prospects for outperformance. Analyst Ratings are continuously monitored and reevaluated at least every 14 
months. For more detailed information about Morningstar’s Analyst Rating, including its methodology, please go to http://corporate1.morningstar.com/AnalystRating/The Morningstar Analyst 
Rating should not be used as the sole basis in evaluating a mutual fund. Morningstar Analyst Ratings involve unknown risks and uncertainties that may cause Morningstar’s expectations not to occur 
or to differ significantly from what we expected. 

TARGET DATE FUNDS. Target date funds are funds with the target date being the approximate date when investors plan to start withdrawing their money. Generally, the asset allocation of each fund 
will change on an annual basis with the asset allocation becoming more conservative as the fund nears the target retirement date. The principal value of the fund(s) is not guaranteed at any time, 
including at the target date.

J.P. Morgan Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services 
to the funds. JPMorgan Distribution Services Inc. is a member of FINRA.

J.P. Morgan Asset Management is the marketing name for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.

© JPMorgan Chase & Co., February 2018

SmartRetirement’s educated glide path 
is designed to endure a range of  

market cycles and participant behaviors.
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401(K) PRACTICE MANAGEMENT
The Biggest Fear of Female 401(k) Plan Participants

We hope the ladies have heard it by now, and if not, let’s spread the word. 
Retirement can be extra challenging for women for a wide array of reasons.
As if saving enough isn’t difficult in and of itself, women tend to be less confident when it comes to 

finances and more risk averse when it comes to investing, despite needing to build up a bigger nest egg 
than men due to their increased longevity.

MassMutual’s newest white paper, Closing the Retirement Gender Gap: What Your Clients Need to 
Know About Investing, aims to increase awareness among advisors about retirement challenges specif-
ic to women so they can better help female 401(k) savers enjoy a successful retirement.

“The difficulty that many women face in preparing for retirement leads many to anticipate living less 
comfortably in retirement and running out of money five years too soon, a stunning development from 
a retirement-planning perspective,” said Teresa Hassara, head of MassMutual’s Workplace Solutions.

401(K) INVESTMENTS  
Why Young 401(k) Participants Are Losing Out on Returns

Are younger workers still plagued by post-financial stress disorder after witnessing the 2008 finan-
cial crisis? Could be. 

When surveyed about the best way to invest, 30 percent of those ages 37 and younger chose 
cash-centric investments like savings accounts and certificates of deposit over investments with the 
potential to earn much higher returns. Only 21 percent of workers 38 and older felt the same.

Meanwhile, overall, nearly a third (32 percent) of Americans think the stock market is a better 
choice.

When broken down by age cohort, the same holds true. A third of Gen Xers, 38 percent of Baby 
Boomers and 44 percent of the Silent Generation name stocks as the best investment choice. 

While the youngest working generation might deem cash instruments to be “safer”—this preference 
may come back to bite them in the long run.

401(K) CLIENT ACQUISITION 
How Damaging is Financial Overconfidence to Older 401(k) Savers? 

There’s a fine line between confidence and overconfidence, and when it comes to financial matters, 
crossing into the overconfident territory could yield disastrous results.

New findings from a group of researchers with the TIAA Institute discovered that older adults who 
scored higher on cognitive tests are also more self-confident about managing finances and therefore 
less likely to seek advice. 

The Institute’s report highlights concerns about one’s ability to manage finances as he or she ages 
and cognitive ability declines. “[I]f they mistakenly believed that their acumen remains intact at older 
ages, they would continue managing their assets, rather than seeking help from financial advisors,” the 
researchers noted.

Results were similar, if not worse, among respondents with better cognitive ability and financial lit-
eracy. Data show this group is “not more likely to access financial advice regarding a variety of financial 
tasks, obtain free help or follow advice when given,” according to TIAA’s report.
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EDITOR’S LETTER

DOESN’T MATTER WHO DOES IT, or the target, it’s not right.
We recently (and rhetorically) asked if state regulators should be deployed by 

politicians of a particular party to discourage financial institutions and investment 
managers from engaging with organizations deemed “offensive.”

Gov. Andrew Cuomo’s plan in New York prompted the query. We get that politics is 
a dirty business, but this one has us wishing for a Silkwood shower scrub. 

First flagged by uber-conservative National Review’s David French, the Empire 
State chief executive is supposedly using the Department of Financial Services to 
issue “a combination of consent decrees and warning letters directed at financial 
institutions to coerce them into cutting of [sic] business relationships with the Na-
tional Rifle Association.”

French says state action of this type is unconstitutional, especially when com-
bined with statements like the following made by Cuomo in August:

“If I could have put the NRA out of business, I would have done it 20 years ago 
…I’m tired of hearing the politicians say, we’ll remember them in our thoughts and 
prayers. If the NRA goes away, I’ll remember the NRA in my thoughts and prayers.”

Clever, French notes, but “there’s a difference between ‘permissible expressions 
of personal opinion and implied threats to employ coercive State power to stifle 
protected speech.’”

Here’s where it gets particularly interesting—or scary—for the 401(k) and 
larger retirement plan industry.

On or about February 25, 2018, Lockton Companies chairman David Lockton 
placed a “distraught telephone call to the NRA,” according to a complaint filed by the 
Second Amendment advocacy organization. 

Lockton had been a close business partner of the NRA for nearly 20 years; “its 
commitment to the parties’ business relationship had not wavered in connection 
with … any previous wave of public controversy relating to gun control.”

Nonetheless, “although he expressed that Lockton privately wished to continue 
doing business with the NRA, the chairman confided that Lockton would need to 
‘drop’ the NRA—entirely—for fear of ‘losing [our] license’ to do business in New York.”

However one feels about those involved (we’re not NRA members), it has broad First 
Amendment implications that include, to a lesser extent, the proper role of regulators 
in policing the industry. Divest and screen for SRI, ESG or any other sector in keeping 
with your values all you want, but it’s the forced nature of the action that 
has us concerned. Love ‘em or hate ‘em, if it can happen to the NRA, it can 
happen to anyone, and the companies and causes for which they care. 

John Sullivan
Editor-in-Chief, 401(k) Specialist

Bully for You

ONLINE
EXTRA
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THE WORLD DIDN’T NEED ANOTHER 
TARGET DATE FUND.
IT NEEDED A SMARTER GLIDE PATH.

10 YEARS

RETIREMENT
TO

34 YEARS

RETIREMENT
TO

IN
RETIREMENT

1Representative of the Prudential Day One mutual funds vehicle. Gross expense ratio is 1.16%. Net expense ratio is 0.40% as of 12/31/16. Peer group is comprised of all Open-ended Target 
Date Funds Institutional Share Classes. 2Pensions & Investments: Largest Money Manager’s list, May 2017, data as of 12/31/16.:

RISKS: Mutual fund investing involves risk. Some mutual funds have more risk than others. The investment return and principal value will fluctuate and an investor’s shares, when sold, may
be worth more or less than the original cost. There is no guarantee a Fund’s objectives will be achieved. The risks associated with each fund are explained more fully in each fund’s respective
prospectus.

This material is being provided for informational or educational purposes only and does not take into account the investment objectives or financial situation of any client or prospective
clients. The information is not intended as investment advice and is not a recommendation about managing or investing your retirement savings. Clients seeking information regarding 
their particular investment needs should contact a financial professional.

The target date is the approximate date when investors plan to retire and may begin withdrawing their money. The asset allocation of the target date funds will become more conservative as the
target date approaches and for ten years after the target date by lessening the equity exposure and increasing the exposure in fixed income investments. The principal value of an investment
in a target date fund is not guaranteed at any time, including the target date. There is no guarantee that the fund will provide adequate retirement income. A target date fund should not
be selected solely based on age or retirement date. Before investing, participants should carefully consider the fund’s investment objectives, risks, charges and expenses, as well as their age,
anticipated retirement date, risk tolerance, other investments owned, and planned withdrawals. The stated asset allocation may be subject to change. It is possible to lose money in a target
date fund, including losses near and following retirement. Investments in the Funds are not deposits or obligations of any bank and are not insured or guaranteed by any governmental agency 
or instrumentality. Mutual funds are distributed by Prudential Investment Management Services LLC, a Prudential Financial company.

Consider a fund’s investment objectives, risks, charges and expenses carefully before investing. The prospectus and the summary prospectus contain this and other information about
the fund. Contact your financial professional or call (877) 275-9786 for a prospectus and the summary prospectus. Read them carefully before investing.

© 2017 Prudential Financial, Inc., and its related entities. PGIM and the PGIM logo, the Rock symbol, Prudential Day One, and Bring Your Challenges are service marks of Prudential Financial,
Inc. and its related entities, registered in many jurisdictions worldwide. 0303937-00004-00

Learn more at DayOneFunds.comPrudential Day One Funds are designed to solve for the right 
risks at the right time. They’re powered by a three-stage glide 
path to help accumulate assets more aggressively in early 
years, preserve assets in later years, and protect purchasing 
power from inflation in retirement.

At 0.40% for the R6 share class, one of the lowest fees 1

available in the target date fund space, you can partner 
with a Top Ten global investment manager2 and leading 
retirement provider.

Prudential’s 140 years of experience in asset management, 
insurance, retirement and annuities can help you solve the 
target date glide path challenge.
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401(k) NEWS YOU CAN USE

Plummeting Fees Provoke Interesting 
Industry Changes

FORGET ASSET MANAGEMENT, asset allocation advice might be the reve-
nue generator moving forward.

The ongoing fight for low(er) fees within the 401(k) industry and larger 
investment management space has asset managers responding to acceler-
ating fee compression by offering technology platforms and asset allocation 
advice, research from Cerulli Associates finds.

“There are multiple causes of fee compression in asset management, 
which compound upon each other to prompt industry change,” Bing 
Waldert, director at Cerulli, said in a statement.

“For example, greater regulation has formalized the buying process and 
created demand for low-cost passive products,” Waldert continued. “Under 
the influence of professional buyers, eliminating the highest-priced products 
is often the first screen, creating a race to the bottom as managers try to 
avoid having above-average fees.”

The increasing importance of asset allocation advice is there-
fore fueling a decline in asset management fees overall.   

Scare Tactic Scores Big-Time Boost  
in 401(k) Savings 
TURNS OUT, PAINTING A VIVID PICTURE of how much an employee can 
expect to spend on healthcare in retirement can make a huge impact on 
saving behavior—to the tune of increasing contributions by as much as  
25 percent, according to a recent white paper. 

In Health & Retirement Savings: Leveraging Health Care Costs to Drive 
401(k) Contributions & Improve Health, HealthyCapital described how its 
existing fintech/healthtech tools are capable of predicting out-of-pocket 
healthcare costs based on conditions. Then, with its newest tool, sponsors 
and advisors can show participants how much they can improve their 
retirement outlook by making healthier choices and investing the savings 
that would otherwise be spent on medical expenses. 

“We can actuarially determine the savings and life expectancy benefits 
individuals can achieve by effectively managing their health and making 
small behavioral changes,” said Ron Mastrogiovanni, CEO of HealthyCapi-
tal and HealthView Services.

“When employees are provided with personalized cost data related to 
something as important to them as health, they are more likely to take 
action than when we ask them to save more for retirement in general.”   

ONLINE
EXTRA
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401(k) NEWS YOU CAN USE

WHO WOULD’VE THUNK? More Millennials than older retirement savers are en-
rolled in a 401(k), 457(b) or 403(b) plan and on-track to fully replace their income.

According to a survey from Empower Institute, 24 percent of Millennials are 
enrolled in a formal retirement plan, compared to 19 percent of Gen Xers and 17 
percent of Baby Boomers.

Among workers with a plan, Millennials are on track to replace three-quarters of 
their income in retirement. Gen Xers, however, are only on track to replace 61 per-
cent. Baby Boomers are even further behind with a 58 percent replacement rate.

But the younger generation’s “better saving habits” come with an asterisk. 
This behavior is thanks (at the very least, in part) to the Pension Protection Act 
of 2006, which modernized the structure of retirement plans by encouraging the 
incorporation of automatic features and incentivizing employer match (among 
other things).

“Millennials are the first generation in the workforce to fully benefit 
from changes in the law made in 2006,” said Edmund F. Murphy III, 
president of Empower Retirement.   

Small Business 
Employees Are in 
Much Better Shape
HATS OFF TO SMALL BUSINESS OWNERS. Their workers’ 
retirement outlook is (thankfully) on the up and up. 

In How America Saves: Small business edition, Vanguard 
revealed a number of positive developments, beginning with a 
significant increase in retirement coverage—from roughly 1,400 
small business plans in 2013 to nearly 8,900 in 2017, with the 
number of participants increasing six-fold to more than 370,000.

Other positive trends highlighted by researchers include: 
1.  Increased participation. Nearly two-thirds of eligible 

small business employees participated in their 401(k) in 
2017. Plans featuring automatic enrollment have higher 
participation rates across all demographic variables. 

2.  Increased deferral rates. Considering both employee and 
employer contributions, the average participant contri-
bution rate was a healthy 9.7 percent in 2017, up from 9.3 
percent the year before. 

Millennials Are Awesome 
at Saving for Retirement*

3.  Availability and usage of target-date funds. Ninety-six percent 
of plans offer target-date funds as the QDIA. More than two-thirds 
of participants use TDFs. 

4.  Availability of a Roth option. Eight in 10 plans offer a Roth fea-
ture, providing additional tax flexibility to participants. 

5.  Availability of catch-up contributions. Nearly 100 percent of 
plans offer eligible participants the ability to make catch-up  
contributions.   

ONLINE
EXTRA
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401(k) NEWS YOU CAN USE

THERE ARE PLENTY of things in life people “should” do, but don’t—or can’t. 
Longer lifespans mean most advisors recommend a minimum of $1 million saved for 

retirement. But how realistic is it for the average American?
A report from GOBankingRates helpfully broke it out by state, listing those where it is 

easiest to hit the millionaire mark, and those where it’s hardest. Overall, the best states for 
saving are located in the South.

AROUND HALF OF AMERICANS not yet eligible to retire are planning to work past retire-
ment age. Instead of calling it quits when they become eligible, more people will base the 
decision about when to retire on wealth.

But those expecting to remain in the workforce might want to rethink their strategy.
In a survey, PGIM Investments found only 6 percent of today’s retirees are currently employed.
“Pre-retirees are more likely to base their decision about when to retire on their wealth 

rather than their age with half of Gen Xers and 62 percent of Millennials saying they will retire 
when they have saved enough money,” said Stuart Parker, president and CEO of PGIM Invest-
ments. “Current retirees decided when to retire largely based on their age and eligibility for 
Social Security and pensions.”

“However, pre-retirees’ actions don’t always back up their goals,” he added. 
The study also uncovered shifting definitions of the “dream retirement.” 
Almost 40 percent of pre-retirees want to volunteer after retiring, while others are looking to turn 

a profit. One in five Millennials want to open a business during their golden years. Nine 
percent of Gen Xers and 4 percent of Baby Boomers share this goal.  

Which States Make It Easiest  
to Save for Retirement?

Is Working Past Retirement Age 
an Unrealistic Expectation?

Starting with the bad news first: 

Bottom  50. Vermont  
  49. Oregon  
  48. Hawaii  
  47. Montana  
  46. Connecticut 

To the contrary, residents of some 
states enjoy perks like no state income tax 
and low effective property tax rates. Here 
are the five where, comparatively, saving 
is simple. 

Top 5   5. Texas
  4. Wyoming  

  3. Louisiana  
  2. Washington  
  1. Utah    

ONLINE
EXTRA
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401(k) NEWS YOU CAN USE

IN A REPORT CONFIRMING what was already known, the International Foundation of 
Employee Benefit Plans reiterated that lots of employees are facing financial challenges. 
Most commonly, workers are struggling to manage debt, save for retirement, pay for 
children’s education expenses and cover basic costs of living. 

And businesses are taking notice. 
When surveyed, employers revealed that employees’ financial difficulties have inter-

rupted the workplace “in the form of stress (79 percent), the inability to focus on work 
(64 percent), physical health concerns (36 percent) and absenteeism (34 percent).” 

Fortunately, companies are responding in an admirable way. The majority are now 
offering financial education programs to their employees. 

The report notes 63 percent of employers currently offer financial education. Another 
19 percent are considering doing so.

In 2016, just 14 percent of employers had set aside a portion of their budget for this 
purpose. The figure has grown to 24 percent in 2018, and another one in five employers 
are thinking about adding it to their budget. 

Among those who have already set money aside, more than half plan to 
increase that amount within the next two years.   

COOL. WHETHER A PRODUCT of strategic plan design or financial 
wellness programs—or, perhaps, a combination of both—default 
deferral rates sent participant account balances soaring in 2017.

T. Rowe Price found that, on average, accounts saw a $9,583 
increase in 2017 compared to a $2,502 increase in 2016. More 
impressively, the average employee pretax deferral rate reached 
8.3 percent, the highest in 10 years. Plus, the number of retirement 
plans with a 6 percent default deferral rate surpassed the number 
of plans with a 3 percent default rate—considered the industry 
standard—for the first time.

Other notable improvements based on the company’s participant data: 

•  Loan usage decreased slightly to 23.4 percent in 2017. The 
percentage of participants with multiple loans also decreased to 
15.6 percent, a drop of 4 percentage points since 2013.

•  Sixty-seven percent of plans offered Roth contributions in 2017, 
and nearly every age group saw increases in the percentage of 
participants making Roth contributions.

More Employers Empowering Employees 
to Fix Their Finances

Average Deferral Rates Soar, 
Target Dates Too

•  The percentage of eligible participants making catch-up contri-
butions reached a 10-year high, rising to 12.2 percent.

•  Plan sponsor adoption of target date funds reached a 10-year 
high, rising to 94 percent in 2017.   

ONLINE
EXTRA
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401(k) FIDUCIARY FILE

CALL IT A CASE OF confusing the “owning of assets” with simply managing them for 
retirement savers, something the two authors of Radical Markets seemed to conflate.

In the pages of Barron’s, Eric Posner and E. Glen Weyl took aim at what they consid-
er undue influence (and returns) enjoyed by large institutional investors, detailing a 
proposal to limit said investors “to owning shares in just one firm within any industry.”

Sean Collins, chief economist of the Investment Company Institute, pushed back in 
a letter to the editor, arguing the proposal is based on the assumption that “firms that 
manage assets (not ‘own’ them, as Posner and Weyl mistakenly contend) on behalf of 
investors in mutual funds and exchange-traded funds—somehow suppress competi-
tion and thus raise consumer prices, specifically the prices of airline tickets.” 

It’s an assumption that is “hotly debated,” with a growing body of evidence to the 
contrary, he claimed. 

“Although billed as a way to ‘improve’ capitalism, the only thing certain about this 
radical proposal is that it would harm the more than 100 million individ-
uals who rely on mutual funds and exchange-traded funds to save for 
retirement and other critical financial goals,” he concluded.   

NOT VERY, ACCORDING TO Maria Rasmussen with McGuireWoods 
LLP. There are unique characteristics that make retirement plans 
attractive targets to hackers, she warns. For example:

•  The electronic environment in which they operate;

•  Electronic benefit plan information includes sensitive employ-
ee information that is often shared with multiple third parties 
(e.g., trustees, actuaries, third party administrators (TPAs) and 
investment advisors);

•  Benefit Plans generally fall outside the scope of employer gener-
al cybersecurity planning;

•  Benefit Plans are not regulated in the same manner as other 
businesses that handle personal data;

•  Sponsors, plan administrators and employee plan participants 
often have a false sense of security that so-called “anti-virus” 
and “anti-spam” software, as well as “passwords” and other 
authentication methods, protect them; and

•  Retirement plans are particularly at risk for cybersecurity inci-
dents because of the nature of the data maintained in connec-
tion with employer and third-party administrator intranet and 
websites. 

A ‘Radical’ Proposal That Could Upend 
Millions of 401(k)s and IRAs

How Secure Is 401(k) Money And Data?

ONLINE
EXTRA

The electronic data maintained by employers and TPAs includes:

•  Personally-identifiable information (PII) such as social security 
numbers, dates of birth, beneficiary information and e-mail 
addresses. 

•  Employee/participant enrollment data including account bal-
ance information, plan asset detail, direct deposit information, 
compensation/payroll information and other financial data.   



ISSUE 3  2018   |   401kSpecialist.com 11

401(k) FIDUCIARY FILE

THE REASONS CONTINUE to rack up, with a new look at the 
perennial pension problem as the latest. The Wall Street Journal 
recently noted that (of course) pension costs are soaring across 
the country, and government unions blame politicians for “un-
der-funding” benefits. 

The paper called attention to a study by the Illinois-based policy 
outfit Wirepoints, which compared the growth of state pension 
liabilities relative to state GDP and fund assets. 

“Most studies have examined ‘unfunded’ pension liabilities, 
which is the difference between current assets and the present 
value of owed benefits,” the Journal wrote. “But this obfuscates 
the excessive pension promises that politicians have made.”

According to the study, accrued liabilities—how much states are 
on the hook for—between 2003 and 2016 grew more than 50 per-
cent faster than the economies in 28 states and more than twice 
as fast as GDP in 12 states. Leading the list are the usual suspects: 
New Jersey (4.3 times faster than GDP), Illinois (3.23) 
and Connecticut (3.18), as well as New Hampshire 
(3.46) and Kentucky (3.08).

Not good.    

A CHANGE IN the default from paper to electronic delivery of key 
401(k) disclosure documents could “save American workers mil-
lions and enhance their retirement security,” according to research 
by the American Retirement Association (ARA) and Investment 
Company Institute.

The study “Why the Time Has Come to Prefer Electronic Deliv-
ery” determined that the advantages in cost, effectiveness and ef-
ficiency of electronic disclosures are even more compelling today 
than outlined in a similar study from 2011.

Current regulations requiring paper delivery can cost investors 
between $350 and $500 million per year. In contrast, once a partici-
pant notice is drafted, the incremental cost of sending an email to 
one person is essentially zero.

Further, the ARA found that eliminating the cost of delivering 
paper notices to 80 million participants annually can translate into 
additional retirement savings of about 2.4 percent over a lifetime 
of work.

The Social Security Administration and the 401(k) plan for fed-
eral workers already use electronic delivery as the default method 
for communicating, unless an individual requests mail delivery.

“[I]f electronic delivery is good enough for the Centers for Medi-
care and Medicaid Services and Social Security, it should be good 
enough for 401(k) participants,” concluded ARA CEO Brian Graff.   

Building Balances 
and Saving Trees

Reason 4,985  
for a 401(k)

ONLINE
EXTRA
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Why incorporating 
and optimizing 

Social Security in 
retirement planning 
is critical to 401(k) 

participant (and 
advisor) success 

Photographs by David Johnson

Gail Buckner, 
Franklin 

Templeton 
Investments
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By John Sullivan

Social  
Security  
Isn’t  
Going 
Away

Off-Knock
it
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FForget Chicken Little-like predictions of
Social Security’s demise. It’s a popular gov-
ernment program (we have never written
that phrase before) and one of the few that 
can claim the moniker. The hype and hyper-
bole surrounding the Social Security Board 
of Trustees’ annual report fuels the perennial 
prediction that political PAYGO looters 
have all but exhausted the entitlement, or 
soon will.

This year is no exception. Headline-grab-
bing news noted that the total cost of the 
program will likely exceed its income in 
2018, causing it to dip into its reserves for 
the first time since 1982 to account for the 
shortfall. 

Nevermind that it was fully expected, 
with the Board adding, “The Trustees’ 
projected depletion date of the combined 
Social Security Trust Funds has not changed, 
and slightly more than three-fourths of ben-
efits would still be payable after depletion.”

Sensationalism sells, and it’s wreaking 
havoc not only on how and when American 
workers collect Social Security benefits, but 
also with their retirement planning alloca-
tion and diversification decisions as a whole.

It’s also driving Gail Buckner mad.
“It’s a crying shame that Americans—by 

a huge majority—have the impression 
that Social Security is going broke,” says 
Buckner, author, Fox Business Network 
contributor and retirement planning expert 
with Franklin Templeton Investments. “It 
gets me really upset, because nothing could 
be further from the truth.”

It’s also the reason 401(k) advisors need 
to step up to dispel solvency myths and as-
sist in influencing better planning behavior 
on the part of participants that comes from 
“knowing the money will be there.”

The most obvious and widely reported 
result of the scare tactics is that recipients 

think, “‘I better get it as quick as I can,’” 
Buckner adds. “They therefore file early, 
take a much smaller benefit than they could 
otherwise get, and it’s just too bad that 
something that affects so many Americans is 
still such a misunderstood mystery.”

Part of the solution is to steer the conver-
sation—and terminology—away from the 
stereotype of the elderly widow dutifully 
clipping coupons in order to supplement a 
meager fixed income, to Social Security as a 
lifetime annuity backed by the full faith and 
credit of the United States government—
one that pays pretty darn well. 

“Some people are nervous and defensive 
in enrollment meetings because they don’t 
think they can afford to participate,” says 
George Fraser, managing director and fi-
nancial consultant with Retirement Benefits 
Group in Phoenix. “We therefore begin by 
telling them what they have, which is an 
average of $1,000 a month in Social Securi-
ty benefits. That’s like having a quarter of a 
million dollars in a retirement plan that pays 
5 percent a year.”

It’s a ‘wow’ factor that adds hope, because 
most don’t realize they have that kind of a 
retirement resource.

It also serves as a natural segue to why it’s 
important to participate in the 401(k) plan 
and, more specifically, why it’s important to 
include equity allocations in their invest-
ment choice. Since Social Security guar-
antees at least a portion of their retirement 
income, it allows them to be more aggres-
sive in other areas.

It’s just one example of the peace-of-
mind and resulting excitement that comes 
from taking the time to engage individuals 
in Social Security education, yet too many 
advisors fail to do so, mainly because they 
fall victim to the same misinformation as 
their clients. 

“People don’t understand the trust fund,” 
Buckner explains, when asked to provide 
a list of the errors she routinely encoun-
ters. “The trust funds do not lend money 
to the Treasury Department. People think 
Congress borrows from the trust fund. They 
don’t. They can’t. They’re not allowed.”
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And contrary to the attention-getting 
headlines, Social Security’s outlook actually 
improved in 2018, with a big drop in disabil-
ity claims, a byproduct of a strong economy 
and low unemployment. 

“For several years, Congress was steering 
money that was supposed to go into the retire-
ment trust fund into the disability trust fund, so 
it could cover the increase in claims because of 
a poor economy. It will now shift back.”

So not only is it not going broke, it’s in 
much better shape than most people think. 

It sounds great, but we’re skeptical and 
push back, arguing that the increase in lon-
gevity has to have a detrimental impact—it’s 
just simple math.

“Yes, what’s driving the issues behind the 
supposed decline long-term in the ability to 
cover retirement benefits is not government 
waste or overspending; it’s the fact that peo-
ple are living longer due to health care and 
medical technology innovation,” she con-
cedes, before reiterating that it’s nonetheless 
far from the fiscal cliff pundits and politicians 
profess, and therefore won’t take much to fix.

“Look at the Social Security tax rate now; 
employers pay half and employees pay half, 
with a total of 12.4 percent. So, 6.2 percent 
comes out of your paycheck, up to a maxi-
mum of $128,400 in earned income. What 
they said this year is, ‘Look, if you want to 
solve the funding problem for Social Security, 
raise the tax rate by 2.84 percent.’” 

The increase would be split between 
employee and employer, each paying 1.4 
percent more, or $14 for every $1,000 up to 
$128,400. 

“Do that, and everybody gets what’s 
coming to them for the next 75 years. When 
we do seminars, the expressions on people’s 
faces are like, ‘Are you kidding me?’ They’re 
relieved, and then they’re angry, because this 
is not how it’s being explained to them.”

The devastation that results from this lack 
of explanation and education is all too real. 

If they start at age 62, the earliest allowed 
for withdrawal and four years short of the 
full retirement age of 66 (currently), the 
benefit received will be permanently reduced 
by 25 percent.  

But Buckner argues it might actually be 
worse. 

“I ask people, ‘How much is your benefit 
reduced if you start at 62 instead of full re-
tirement age?’ Everyone will say, ‘25 percent!’ 

but it could be as much as 30 percent. If your 
full retirement age is 66 and you start at 62, 
you’re receiving benefits four years early, so 
yes, you’re getting a 25 percent reduction. But 
if your full retirement age is 67, you’re starting 
five years early if you claim at age 62, and your 
benefit is going to be reduced 30 percent. And 
that’s permanent.”

Delaying the start of Social Security to 
the maximum allowable age of 70, of course, 
has the opposite effect; an 8 percent per year 
delayed retirement credit. It results in a total 
of 32 percent more in benefits, and one of 
the best annuity deals on the market.

She frequently quotes University of Chica-
go behavioral economist and Nobel Laureate 
Richard Thaler when advocating for delaying 
Social Security as a longevity hedge. 

“If you are in good health and you can 

afford to wait, my advice is that you should 
wait as long as possible,” Thaler says. “The 
greater is your guaranteed lifetime income, 
the easier it will be to organize your retire-
ment budget, and the less you will worry 
about living ‘too long.’”

Real World Application
If it’s all beginning to sound a bit aca-

demic, a situation in which Fraser found 
himself illustrates the real-world impact that 
advisors can have on the lives of participants 
when they take the time to explain and 
incorporate Social Security planning. 

A longtime employee of a wood manufac-
turing company reached age 65, and while he 
enjoyed his work, he considering retiring. 

Despite a low income (having never 
made more than $26,000 in a given year), 
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In George Fraser’s 
(Extremely Inspiring) 
Own Words

The average family household income 

in the United States is under $40,000 

annually. These ‘everyday Americans’ 

are more concerned with regular 

expenses like buying a new tire when 

they have a flat, or pizza for their fam-

ily on a Friday night, than saving for 

retirement or college planning.

At the same time, this group spends 

an average of $1,000 annually on 

lottery tickets.

Why? I believe they inherently want 

hope.  We in the financial services 

industry need to empathize and help 

provide that hope.

Our education model at the Fraser 

Group and RBG is to inspire employ-

ees to be hopeful about their retire-

ment prospects, which creates more 

successful results for our plans. 

Shlomo Benartzi and Richard Thaler, 

initiators of the “Save More Tomorrow” 

campaign, demonstrate why auto 

processes for enrollment, escalation 

and investment choice work. In our ed-

ucation meetings, we tweak the words 

they use; no more percent-of-salary, 

no more increases in deferral rates. We 

make it simple.  

We suggest that employees take 

one penny out of every dollar they 

make in a current year for retirement 

saving, and then increase it by an 

additional penny every year thereaf-

ter. It’s a concept employees clearly 

understand, one we call our “Penny 

on The Dollar™.” 

It’s a roaring success, and brings big 

smiles to participants, making them 

happier, healthier and therefore more 

productive. 

the employee and his wife lived simply 
while diligently contributing to the compa-
ny’s retirement plan, resulting in $270,000 
saved in his 401(k).  

“In our one-on-one meeting with both 
he and his wife, we determined that, based 
on a full retirement age of 66, they would re-
ceive an annual benefit of $32,000—$6,000 
more than his current salary,” Fraser explains. 
“They were shocked it would be that much, 
but this is where it gets good.”

Since the man still enjoyed and found 
purpose in his work, Fraser advised him to 
continue working for three more years. He 
would begin taking his full Social Security 
benefit immediately, in essence awarding 
himself a raise, and contribute $24,000 of his 
$26,000 salary to his 401(k), the maximum 
allowed at the time for workers over age 50. 

The amount of the additional contribu-
tion would total $72,000 over three years. 

“So, he had $270,000 in his 401(k), plus 

the additional $72,000 he would contrib-
ute,” Fraser notes. “If he lived to age 85, he 
would collect a total of $640,000 in benefits 
over the 20-year period. We added it all 
together and could tell him he had almost 
$1 million saved for retirement.”

His wife had tears in her eyes, “and he 
was as proud as could be because he had 
done right by his family. They left the meet-
ing and told everyone at the company, ‘Go 
see George.’”

Because it was a smaller-sized plan, 
non-discrimination testing issues were ef-
fectively addressed with that one employee, 
and highly-compensated employees could 
now put in more. 

“They were ecstatic,” he says. “And this 
is why I do what I do. As advisors, we can 
make a difference, but when it comes to 
Social Security, we haven’t.”  

“People are not motivated by fear,” Buck-
ner agrees. “They shut down when you start 

scaring them. Give them hope and reassure 
them that they can relax; Social Security 
will be there. It doesn’t have to be that 
hard. The more successful plan advisors, like 
George and others, are doing it. And they’re 
seeing higher participation and higher 
401(k) contributions as a result.”  

401(k) BEST PRACTICES
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401(k) ADVISOR VOICE

A GUY NAMED Tony Powers has gotta be an 
elite advisor—his name just screams success, 
like Richie Rich or Todd Awesomeness.

The 36-year-old Powers manages more 
than 90 plans with KerberRose Wealth 
Management, and acts as a small business 
owner’s “401(k) HR manager,” an area of 
competitive differentiation that’s working 
very well.

“I focus on businesses with 25 to 50 em-
ployees with $1 to $3 million in assets,” he 
explains. “We do all one-on-one enrollment 
meetings with either myself or my partner. 
My clients are so busy running their busi-
nesses that they don’t have time to even in-
quire about what they need to know to run 
a plan, let alone run the plan prudently.”

Interestingly, he offers both 3(21) and 
3(38), and clients must choose one. He 
doesn’t charge more for 3(38) services 
because it saves him time and helps him be 
more efficient.

“We serve as 3(21) or 3(38) on 99 percent 
of our plans, and we provide fiduciary 
education, training and (along with my 
CFP partner) financial planning. We don’t 
charge separately for education and 
financial planning, as we’re hoping to get 
rollovers down the road, and some revenue 
generation from outside assets, insurance 
products, etc.”

His passion for helping comes from his 
background, one that’s hardscrabble at 
that.

“I come from a divorced family so the sin-
gle biggest impact was coming downstairs 
one night to find my mom crying because 
the washer broke down,” he relates. “She 
wasn’t sure where she would come up with 
the money to fix it. I didn’t realize it at the 
time, but looking back, it’s a big reason why 
I do what I do today.”

Bringing Back Balance—One 401(k) Advisor’s 
Time Management Tightrope

the numbers and the different metrics he 
uses. It is also a little humbling to have 
someone go through your practice and 
point out all the things you could improve, 
implement or eliminate, but it’s something I 
would recommend to any advisor.”

In January 2016, he merged with Kerber-
Rose, an independent RIA, and took over as 
president. The firm is partially owned by a 
CPA firm, so he spends his networking time 
with the CPAs, attending events they host 
with attorneys, bankers and other centers 
of influence.

He’s also part owner of a golf course (!), 
so he meets business owners at events that 
take place on the course.

So, if he had to do anything over again, 
what would it be?

“I don’t think there is a lot I could have 
done differently,” he notes. “I came into 
the business right out of college, so the 
retirement plan space was the one area I 
could show competence in DOL and IRS 
regulations and get employers’ trust. There 
weren’t a whole lot of 50-somethings lining 
up to give a 22-year-old kid their retirement 
savings on the individual side.”

That said, until recently he didn’t realize 
the impact he could make by delivering 
employee education and financial well-
ness.

As for the leadership qualities and skill-
sets he feels are essential for advisors?

“I think it all boils down to competence 
and trustworthiness. If people know you 
are competent, they trust you, and from 
there, they will work with you.” 

Ross Marino, CFP, CPFA, CeFT, contributing editor 
to 401(k) Specialist, is the founder and CEO of 
401(k) Rekon | Excel 401(k). He can be reached at 
rmarino@rekonintel.com.

By Ross Marino

“MY CLIENTS ARE SO BUSY 
RUNNING THEIR BUSINESSES 
THAT THEY DON’T HAVE TIME 

TO EVEN INQUIRE ABOUT 
WHAT THEY NEED TO KNOW 
TO RUN A PLAN, LET ALONE 

RUN THE PLAN PRUDENTLY.”

Which is why spending time with his four 
daughters is so important; but like many 
401(k) advisors, it’s an area in which he 
could do better.

Powers typically spends a minimum of 
10 hours a day in the office Monday through 
Friday, and he works most weekends “in 
some capacity.” Blocking out days from 
the office to do more with family is a 2018 
goal, and he realized he needed help, so 
he recently hired Chuck Hammond of The 
401(k) Study Group as a coach.

“So far it’s been an eye-opening experi-
ence to see how he goes about analyzing 

Ross Marino, 401(k) Rekon  |  Excel 401(K)
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Longer life spans and the decrease in de-
fined benefit pension plans mean more 
people are responsible for their own re-

tirement savings than ever before, and major 
industry players are stepping in to effectively 
address the demographic and structural shift. 
Yet technology and innovation are still sorely 
needed in the retirement plan space in gener-
al—and recordkeeping in particular.

Transamerica aims to do something 
about it. The company has invested heavily 
in its Workplace Solutions platform. 

Transamerica’s Workplace Solutions will 
combine employee benefits and retirement 
plan recordkeeping and administration 
into one optimal experience, something the 
company says is digital, as well as ser-
vice-focused, resulting in better outcomes 
overall. The company’s investment in Work-
place Solutions has resulted in a number of 
differentiators new to the marketplace. 

A Major Development (and Disruptor) 
in Recordkeeping Innovation

Scott Ramey, senior vice president and 
head of Workplace Solutions for Trans-
america, spearheaded the initiative. An 
indication of how seriously Transamerica 
views it, he was specifically appointed to 
lead the transformation. Ramey sat with 
401(k) Specialist for a candid and insight-
ful interview about the company’s deep 
history in retirement plans, where it is now, 
and the excitement Workplace Solutions is 
creating for its future. 

Q: We keep hearing the word ‘trans-
formation’ recently when discussing 
retirement plans and Transamerica and 
have a feeling it’s not by accident. Is it?  

A: We began to move to a more function-
al organizational structure at the beginning 
of 2016. Before then, we were organized by 
what we sold rather than by what we do. 

From a retirement plan standpoint, spe-

cifically, we embarked on a 
recordkeeping transforma-
tion to where we have now 
moved from three record-
keeping platforms into one. 

So, it’s the culmination of 
a number of major strategic 
initiatives. You can prob-
ably appreciate that any 
time you go through major 
strategic initiatives within 
an organization of our size 
and with what we’re trying to accomplish 
within Workplace Solutions, change can be 
challenging. Candidly, we’ve been working 
to, in essence, create a mature workplace 
organization that integrates a number of 
different cultures into one. 

Q: How did you address the partic-
ipant experience and what role does 
digital play?

A: We’re taking a three-pronged ap-
proach to creating a modern and intuitive 
digital experience. One is at the participant 
level; the second is at the advisor and 
third-party administrator level; and, the 
third is what we call the workplace experi-
ence, which is designed for employers. We 
need to meet participants and plan spon-
sors where they want to be met. We need to 
digitally enable them to perform transac-
tions and have access to data that can lead 
to better outcomes via our web experience, 
or for participants, through a smartphone 
app that enables participants to track their 
own financial and physical health.

It’s really around functionality, self-ser-
vice capabilities and enhancing the digital 
experience. We have overlaid our new 
brand, Wealth + Health, into all that we do. 

It’s exciting, it’s different, and it’s a 
unique brand proposition. We aim to make 
this the differentiator for Transamerica, and 
it’s one that we believe in fundamentally. 

Scott Ramey, senior 
vice president and 
head of Workplace 
Solutions for  
Transamerica
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 Q: So, you’ve integrated tools to ad-
dress both wealth and health together? 

A: Yes, everything that we do as an orga-
nization is really tied back to the relation-
ship between wealth and health and the 
fact they’re linked to tangible outcomes. 
We really think that’s a differentiating factor 
for participants and will help us engage 
them, and by extension employers, far 
differently than we have in the past. It’s 
a focus on creating a holistic experience 
around both physical and financial well-be-
ing. That will be integrated into things like 
our participant app, where they’ll be able 
to engage in both financial and health-fo-
cused journeys. We also have what we call 
the OnTrack® Communications Program, 
which is designed to engage participants 
in an ongoing conversation around wealth 
and health. 

Those connection points really solidify 
the experience for our participants, and 
that really ladders back up to employers 
as well. We’re building a digital ecosystem 
that will enable plan sponsors to lever-
age plan data to more effectively engage 
participants.

Q: We’ve talked about the participant 
and employer experience, but what 
about the advisor? What do you want 
them to know to make their lives easier 
and/or enhance their business?

A: We want advisors to be aware of the 
holistic approach we’re taking in Workplace 
Solutions. We also know that at the end of 
the day, we are ultimately hired as a record-
keeping platform to perform very specific 
functions, and we need to do it very, very 
well. We need to be as accurate as possible. 
Recordkeeping is a core strength; it’s a 
fundamental that we take very seriously. 
Most of our business at Transamerica is 
distributed through an advisor, and we 
recognize their critical importance to our 

firm’s growth. We want to make sure the 
experience for the advisor, third party ad-
ministrator, participant, and plan sponsor 
is consistent. We also want to ensure that 
we continue to deliver an exceptional 
recordkeeping experience.

We want advisors to know that we look 
at the modernization efforts across our 
entire platform and continuously find 
ways to better serve the retirement plan 
market. This includes focusing on our core 
strengths, such as recordkeeping, quality 
service and participant engagement.  

Q: It seems to be all about ‘ease 
of use’ and ‘making it simple’ as an 
industry when engaging participants. 
How much did behavioral elements and 
auto-innovation factor in when devel-
oping your technology?

A: Participant behavior was significant 
and a big part of our evaluation process. 
We recognize that there’s a point of entry 
and there are must-haves for employees 
to participate, but then we ask, “What can 
be done above and beyond that?” I think 
what I outlined earlier in terms of the 
participant experience and the employer 
experience in the platforms that we are 
building, will go beyond what is consid-
ered traditional because of the integration 
of wealth and health. 

I think the big behavioral component to 
the participant experience is going to be 
the functionality within the new Trans-
america app, which is currently in beta. 
The app allows users to link Apple® fitness 
tracker or Google Fit™, to track activity like 
steps per day, and to view account activi-
ty, all in one place.  

Q: How is the app designed to keep 
participants on track?

A: There are “journeys” within the app, 
which are actually pre-programmed 

experiences that a participant can opt into 
(creating a budget, a plan to take 10,000 
steps a day, etc.). 

They’re intended to get the participant 
comfortable with setting goals, because 
setting goals can lead to better retirement 
outcomes and more interest in actively 
monitoring their retirement plan. Those are 
all things that are part of the app and what 
the participant will be able to engage with 
in a holistic way.

Q: Ultimately, how big of a differen-
tiator are these changes from what’s 
currently available in the marketplace?

A: Here’s an example. We talked about 
the workplace experience, from service, to 
participant engagement, to the platforms 
we’re building, but one of the unique 
relationships we entered into recently was 
with Businessolver®, a benefits adminis-
tration technology platform. Employees 
using Businessolver’s platform, called 
Benefitsolver®, will be able to enroll in or 
update their Transamerica retirement plan 
during the open enrollment period when 
they are also selecting the core medical 
and voluntary benefits offered through 
their employer. This can help employees 
see how various retirement plan contribu-
tion levels affect their near-term take-home 
pay, as well as their long-term retirement 
income goals.

Again, it’s about connecting wealth and 
health, and I think it’s worth noting that 
it’s new and different, not only for Transa-
merica but for the marketplace. Employers 
have the opportunity to utilize a benefits 
administration platform with a direct con-
nection to a recordkeeping platform like 
Transamerica. We think it’s a real differen-
tiator that helps us broaden and deepen 
relationships with our retirement plan 
sponsors and their participants. 

Sponsored by:
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We’re extremely excited to present the 
final group of nominees for our ‘2018 
Top Advisor by Participant Out-

comes’ recognition. 
Each has distinguished themselves for their 

innovation and dedication in assisting participants 
in successful retirement outcomes, and each is fea-
tured in a monthly profile on 401kSpecialist.com.

They’ll be on hand at Excel 401(k): The Advi-
sors’ Conference from October 28 - 30, 2018, at 
Caesars Palace in Las Vegas, where we’ll highlight 
the blue-ribbon strategies and service models they 
employ with clients. 

We’ll do so with the help of TAPO’s 2018 sponsor, 
an organization we admire and are thrilled to have as 
our partner—J.P. Morgan Asset Management.   

The company’s innovative “Let’s solve it” cam-
paign is dedicated to assisting advisors with their 

most pressing challenges. If you recognize a natural 
synergy with participant outcomes, you’re not 
alone, as it’s one of the premier challenges with 
which 401(k) advisors (as well as sponsors and 
participants) currently wrestle.  

“Every day, we actively work to simplify, inform 
and empower better decisions,” J.P. Morgan notes, 
“all to help build stronger portfolios and to help 
our clients achieve long-term success.”  

We look forward to hearing about how inno-
vative professionals are solving for successful out-
comes with clients. We’re therefore always looking 
for great entries and ideas.   

To possibly be featured in the magazine, on the 
website and in the running for our ‘Top Advi-
sor by Participant Outcomes’ for the year, send 
nominations and/or submissions to John Sullivan 
at jsullivan@401kspecialist.com.  

Joe DeNoyior
(June)

Vince Morris
(July)

Aaron  
Pottichen
(August)

Scott White
(September)

Marko  
Ungashick
(October)
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YOU CAN WATCH A MOVIE on any small-screen you happen across. Going to the theater makes it 
an experience.

The mega-size, surround sound, airy and aromatic space with overstuffed leather recliners and 
(often) a waitstaff has moviegoers more immersed and engaged, and therefore willing to allocate 
more money.

It’s pleasant, and why should retirement saving be different? It’s something Joe DeNoyior and 
his team hit upon some time ago.

The high-profile former NAPA president says a key to success is making the 401(k) more of an 
experience than a benefit.

More specifically, he says, encourage participants to be engaged, know their “score,” and under-
stand what it takes to achieve positive participant outcomes (hint: save more).

The first part, engagement, should focus on three questions, according to DeNoyior, managing 
partner with McLean, Virginia-based Washington Financial Group:

1. Should I enroll? (Addressed through auto features)

2. How much should I save? (An issue on which to concentrate)

3. Where should I invest? (Addressed through default features)

“Then spend the time to encourage and celebrate employees who focus on No. 2,” he says. 
“Hold raffles and giveaways for those that take an online quiz, for instance. Help make them more 
confident in their decision-making. It’s education with action, because one without the other 
does little. We can lead them to the water, but they must ultimately decide how much to drink.”

When making recommendations to plan sponsors, DeNoyior and his team set expectations 
based on actions, and then measure the success of those actions by outcomes. It’s a bit counterin-
tuitive, but it works.

Here’s an example:
The firm currently has a plan sponsor client that’s been with it for a year. The plan already 

utilized most auto-features (enrollment, escalation, etc.) and enjoys a high participation rate and 
solid due diligence process.

What they wanted was more employee engagement.
It started with lunch-and-learns and they (later) added financial wellness benefits. The afore-

mentioned raffles and prize giveaways were a big part of the incentives to act. The first step was 
an online financial assessment with a chance at an Apple watch. Fully 79 percent of the company’s 
employees took the assessment.

“Who doesn’t want an Apple watch?” DeNoyior rhetorically (and rightly) asks. “And 87 per-
cent of that group completed step two. Their incentive? A paid day off with a spa treatment.”

The result of these efforts not only to save, but to be engaged about how much and if it’s 
enough, added 2 percent to average deferral rates, and increased their retirement income score by 
15 points, according to a key metric measured by the firm.

“I have a laser-like focus on helping our clients’ employees do well,” DeNoyior concluded. 
“I lead a team that holds this same value. We take complex issues and explain them in terms that 
drive results. We measure our effectiveness and immediately share with our clients. It’s a process we 
systematize with them as early in the relationship as possible.” 

A 401(k) Blockbuster

JOE DENOYIOR, Washington Financial Group

JUNE

“... encourage 
participants to 
be engaged, 
know their 
‘score,’ and 
understand 
what it takes to 
achieve positive 
participant 
outcomes.” 

Joe DeNoyior is managing partner 
with McLean, Virginia-based  
Washington Financial Group.



JULY BEING A TIME to celebrate the nation’s independence, it was appropriate to include a well-
known quote (allegedly) from a founding father, in this case Ben Franklin: “Well done is better 
than well said.”

Vince Morris, the month’s top advisor, has one of his own, and it’s just as relevant for what 
we’re trying to accomplish.

“We have a motto in our shop; don’t be a problem identifier, be a problem solver.”
Sounds obvious, but too many industry surveys, tools and techniques that are geared to ad-

dressing specific retirement readiness issues do little more than point them out. Far fewer assist in 
finding a solution, which of course is job No. 1 for the advisor.

But how is it done?
“It’s where effective engagement comes in,” says Morris, co-founder of Kansas-based Bukaty 

Companies Financial Services. “We know financial literacy is a problem in the United States, but 
we have to figure out how to take that next step with participant outcomes and financial wellness 
to effectively deal with it.”

It means engagement over education; don’t ignore the latter but concentrate on the former.
Measure traditional metrics like participation and deferral rates and average account balances. 

But include others as well, like those that measure debt reduction over time, basic budgeting tools, 
account aggregation and a multitude of extended benchmarks that can be gained from incor-
porating a holistic financial approach to participant outcomes “that are over-and-above what a 
traditional advisor brings to the table.”

“You can try to educate them all you want, but it’s behavior and engagement through auto-en-
rollment and auto-escalation programs that have worked. It also means encouraging them to act 
immediately. If they need an emergency fund to cover unforeseen expenses that could negatively 
impact retirement savings, put the payroll deferral in place immediately to get it going.”

The firm tries to “move the needle” on participation rates by 10 percent, which Morris calls a 
lofty goal for those currently at 90 percent and looking for another nine.

“We have call center capabilities to handle both inbound and outbound calls, and we monitor 
activity, volume and how many participants we touch on a proactive outbound as well as a reactive 
inbound basis.”

Morris offers an outcome-based anecdote that resulted from all the engagement.
“We took a consultative approach that involved a very low-income earning base. The client 

really cared about their employees and pushed the envelope with automatic enrollment and esca-
lation and did a stretch match as well as a target-date re-enrollment. They got their participation 
rates up over 90 percent. They did so much that they actually received national recognition for 
their efforts.”

Yet many employees were only earning $30,000 to $35,000 a year, and despite the company’s 
efforts, many were still dealing with significant obstacles when it came to retirement readiness 
beyond what a traditional defined contribution plan could do for them.

“We put an overlay on the financial wellness side and really took a lot of inbound calls on debt 
counseling, setting budgets and the importance of emergency funds while working with the com-
pany’s payroll department to really alleviate a lot of those household issues.” 

Get ‘Er Done

“We know 
financial literacy 
is a problem 
in the United 
States, but we 
have to figure 
out how to take 
that next step 
with participant 
outcomes and 
financial wellness 
to effectively deal 
with it.” 

Vince Morris is a co-founder of 
Overland Park, Kansas-based Bukaty 
Companies Financial Services.

VINCE MORRIS, Bukaty Companies Financial Services

JULY
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“THERE’S A SAYING that software will eat the world. Well, private equity is eating business,” 
Aaron Pottichen says by way of a precursor to a great participant outcome anecdote. 

“We engaged a client in 2015, and they’d just been bought by a private equity firm,” the 
senior vice president with Alliant Retirement Consulting explains. “They therefore had a little 
bit of pressure to hit certain EBITDA targets.”

A legacy 401(k) plan in place for many years proved a challenge. It was partially paid for 
through a revenue sharing agreement, which was unequally distributed with some participants 
paying a heavier share than others (which today would be a dream for many a tort lawyer). 

“It was $25 million in plan assets at the time, with only around a 45 percent participation 
rate and 4.5 percent average deferral rate. Additionally, the employer had about $100,000-plus 
that they were paying per year in billed record keeping expenses as well.”

His first directive was to move the plan (obviously) off the costly and legally-treacherous 
legacy platform to one with a better user experience, as well as access to data and metrics the 
previous vendor couldn’t provide.

“We are able to keep the participant expenses very closely aligned with what they were 
already paying, which was under 50 basis points, and eliminate the $100,000 per year direct bill 
to the employer.”

Here’s the ‘wow’ factor; it included Pottichen’s fee as a fiduciary advisor. Yes, they were able 
to add a fiduciary component—a service the previous plan did not provide—while lowering 
the overall plan expense. 

“We were able to do it by showing the record keeper the existing asset level and annual 
flows, but then adding automatic enrollment and illustrating where the estimated flow going 
forward would be (which was double the flow at the time). We reenrolled all of the employees 
in target date funds, but not into the record keeper’s proprietary target date funds; we did not 
game the system that way. They were passive funds to keep the costs level, but they were all 
well-performing institutional shares.”

“The previous match was 10 cents on the dollar, which obviously cast a few people out. You 
had to defer $18,000 at a time in order to get the most amount of money from the employer.”

They performed an analysis and converted the match to 25 percent up to 6 percent, and it 
was raised again in the time since to 30 percent up to 6 percent.

“Looking back a year after the conversion, we were a little bit higher than a 90 percent 
participation rate. We started it at a 3 percent automatic deferral with an automatic escalation 
feature. The average referral rate now is closer to 5.6 percent. The employer also dropped their 
vesting schedule down to 100 percent immediately.”

The plan currently has $44 million in assets, and it goes to show that retirement plan par-
ticipation (or lack thereof) isn’t necessarily about whether a worker can afford to enroll, since 
the firm’s average salary is between $75,000 and $80,000. In a nod to Thaler, Benartzi, et al., it’s 
squarely behavioral driven.

“I think education is great, but plan design trumps all.” 

Breaking Bad  
Enrollment Behavior

AARON POTTICHEN, Alliant Retirement Consulting

AUGUST

“I think 
education  
is great, but  
plan design 
trumps all.” 

Aaron Pottichen is senior vice 
president with Alliant Retirement 
Consulting.
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NESTEGG U WAS BORN in the late 1990s from the philosophy that we all are at different 
places on the retirement planning spectrum. To create success, participants had to learn some-
thing to be able to move forward, and then there needed to be an easy way to take that next 
step. Our education model follows a freshman, sophomore, junior and senior track, only we 
focus on a particular theme each year, and they instead matriculate from spender to saver to 
investor to planner. 

We were fortunate enough to be involved with an organization that knew participant edu-
cation was important and the education department needed to be a dedicated business unit. 

This has allowed our staff to stay focused on participant outcomes and not worry about 
sales or managing retirement plans on a day-to-day basis.  

We take a somewhat low-key approach to our education. While retirement planning by 
nature is complex, we understand the clear majority of participants do not have the time or 
inclination to “get into the weeds.” 

This has allowed us to be successful in different industries and with various demographics. 
One particular success story is a large coal mining operation. We knew that engaging this 
group and getting them to trust us would be a challenge. We also knew the message needed 
to be simple but effective.

“Know your customer” is a tried and true philosophy, but it is also important that you have 
“been there, done that.” Before conducting any meetings, we had to be underground. We 
needed to understand their hardships and they had to see us watching them work.

If you are grinding it out for 60 hours or more each week in a very difficult work environ-
ment, stress relief is probably important—stress relief that translates into a case of beer, a can 
of chew or a four-wheeler ATV. It’s very easy for us to say, “You need to save more.” But what 
might they be giving up to do so, and how does it affect their lives in other areas? In this case, 
we had to know. 

Getting this involved meant that, eventually, they began to trust that what we were saying 
was in their best interest. We knew what it is they do, and that it’s hard to save another $20 
per week, but it will be worth it when they can retire at 62. 

When the plan began to implement auto features in 2008, we repeatedly said, “Let it work 
for you.” They did, and participation has increased in that time from roughly 70 percent to 
over 90 percent.  Deferral rates have gone from 3.5 percent to 8.7 percent. Fully 70 percent 
are enrolled in an annual deferral increase. Average participant balances have tripled for long-
term employees, from $100,000 to $380,000 on average. By our success measurements, over 
75 percent will have sufficient replacement income from this plan. 

Today, our best spokespeople for the plan are the guys and gals underground. The plan is 
working for them because they let it happen. Participants in this plan now have an opportu-
nity to create success because we met them on their turf, understood what they did, created 
trust, and communicated with them in an effective fashion. 

Getting Dirty in the DC Plan

“While 
retirement 
planning 
by nature is 
complex, we 
understand the 
clear majority 
of participants 
do not have 
the time or 
inclination to 
‘get into the 
weeds.’”

Scott White is senior manager  
for retirement and NestEgg U  
with INTRUST.

SEPTEMBER

SCOTT WHITE, NestEgg U with INTRUST
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“If retirement 
income is 
our mission, 
then helping 
participants 
achieve 
the highest 
probability of 
success toward 
that objective 
should be our 
primary focus.” 

Marko Ungashick is chief executive 
officer with Kansas City, Missouri-
based Two West.

MAKING MONEY SIMPLE, or “money simplified.” 
It’s a message that absolutely resonates with plan sponsors and participants. The overwhelm-

ing—and too often—needlessly complicated nature of retirement planning is one reason for the 
well-documented inertia in the space.

It’s also the reason that simplifying the process is central to Two West, a Kansas City-based 
retirement planning and financial wellness firm. 

Indeed, it’s their tagline.
“If retirement income is our mission, then helping participants achieve the highest probabil-

ity of success toward that objective should be our primary focus,” says Two West CEO Marko 
Ungashick. 

Heavily steeped in academia, Two West has had a laser-like focus on addressing the issues first 
raised by Nobel Laureate and MIT Professor Robert Merton. Merton’s work in lifecycle asset 
management and improving outcomes within the U.S. retirement system is, of course, legendary, 
and in the Harvard Business Review in 2014, he plainly stated how he believes “our approach to 
saving is all wrong.”

Two West agrees, and it drives their approach.
“A 2017 study from the National Institute on Retirement Security found that 88 percent of 

Americans say the nation faces a retirement crisis, so we aren’t getting too much pushback as we 
try to address this issue,” adds Vern Cushenbery, the firm’s CIO. 

“The typical target date glidepath begins to de-risk about 20 to 25 years before retirement, but 
not all 40-year-olds are alike,” Ungashick acknowledges. “Statistically speaking, some may be high-
ly funded. Others have some blips along the road and would benefit from a custom approach.” 

Two West “makes it easy” (i.e. simplifies) it for participants to customize their glidepath beyond 
just looking at age, and include readily available data like current wage, current account balance, 
and contribution rates. The participant can also include outside assets to influence their allocation. 

The firm was recently hired to improve a $25 million plan with 315 participants that had not 
benefited from a re-enrollment, plan health assessment, or recent fee benchmarking. 

Two West was able to improve key measurements including:
•  Re-enrollment into a custom QDIA yielding 86 percent usage almost one year later
•  65 percent decrease in QDIA expense
•  Fee transparency and detail for each participant
“When we are able to lower fees, provide more fee transparency, and improve the probability for 

participants to reach a sustainable income, we know that we are on the right path,” Cushenbery says. 
Two West will soon roll out a Plan Outcome Assessment Report that will allow plan sponsors 

dynamic reporting such as:
•  Average funded status relative to income goal by participant age
•  Auto-enroll and escalate impacts on funding ratios relative to average income goal
•  Average participant age expected to retire fully funded
•  Average funded ratio of the plan
Low cost, diversification, while steering participants toward allo cations with the highest 

statistical probability of reaching a target income goal… unless I am mistaken, that was the 
plan all along,” Ungashick concludes.  

Easy and Academic

OCTOBER

MARKO UNGASHICK, Two West
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Hugh O’Toole, Innovator
Hugh O’Toole steered us to his LinkedIn profile, where it simply said innovator. Anyone in the 

401(k) advisory industry familiar with O’Toole would probably shrug and nod their head. 
However, we needed words to fill the space and asked for a bit more. 
“I’m somebody who has dedicated his entire career to Americans’ financial wellness,” he mod-

estly said. “I’ve done it through a number of different roles, but it’s always about trying to get the 
American public the savings vehicles they deserve.”

By roles, O’Toole means a former owner of a regional TPA in the nonprofit community, which 
was sold to a major financial services firm. 

He then built a business around showing CFOs how the financial wellness of employees is good 
for their financial statement, which he, again, sold to a major financial services firm. 

“My current focus is on how to change the advisor practice models from their siloed focus on 
health and welfare, retirement and property/casualty, to one focused on ‘holistic human capital risk 
management.’ Through leading capabilities in data aggregation, science, analytics and behavioral 
finance, the industry can have a greater impact from the convergence of data and benefits.”

Barbara March, BridgePoint Group
If you’re ever at an industry event with Barbara March in attendance, find a way to sit at the same 

table (trust us on this). Her unique viewpoint and deep experience make for a fascinating discussion.
“The reasons the industry is experiencing so much change, obviously, is the regulatory and 

economic climate, and the fact that demographics and consumer behaviors are changing, which 
is breeding the emergence of fintech and private equity,” March, CEO of management consulting 
firm BridgePoint Group, recently said.

In some cases, the advisor is perceiving their role as increasingly marginalized as a result. They’re 
seeing it get narrower, “and they’re trying to do more innovative things in smaller areas.”

However, other advisors are perceiving this disruption as an opportunity to get broader, she 
noted, “so there’s almost a barbell thing going on.”

“We’re financial services, and specifically, retirement experts,” she explained, when asked 
about BridgePoint. “Our model is different than most consultants, because everybody who 
works at Bridgepoint has 20 to 30 years of line management experience working for major 
financial institutions. 

“What is it that we help our clients do? We help them grow their businesses by having them 
figure out how to meet the needs of Americans as they’re looking to retire.”

Mary Kay Leydon, EACH Enterprise
We now know why Mary Kay Leydon is such a great sales coach and trainer; she sold us (hard) 

on the retirement plan industry. 
“There are wonderful solutions out there, but what I’ve seen is that it’s difficult for organiza-

tions to make decisions about where to place their retirement plan,” explained Leydon, managing 
director of Precision Sales Coaching and Training who recently joined institutional retirement 
plan service-provider EACH Enterprise, as well.

“This is where 401(k) advisors play such a critical role,” she added.  “They can say, ‘This plan 
with this many people, and these assets in this location, here’s a provider that should really be on 

2018 Panel of Distinguished 
TAPO Judges
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the list.’ It’s now become mission critical; evaluating and assessing is becoming so complicated and
nuanced.”

It’s therefore an exciting time in the industry, she enthusiastically said, and one she’s loved since 
she first walked in the door (a few) years ago. 

“It’s one of the few industries where you can make money (I’m a capitalist), but you also do 
something that benefits everyone. No one is shorted if this is done right. I think that’s an amazing 
accomplishment. The participant can retire better, the plan sponsor can attract and retain great 
employees, and advisors help providers stay on their game.”

Tony Mingo, vWise
“vWise has been recognized as a participant experience thought-leader and innovator for over

12 years,” said Tony Mingo, the southern California-based Fintech company’s founder and CEO. 
“We are all about the experience and making sure it’s a win-win (win) for the participant, provid-
er and plan sponsor.”

vWise solutions are intentionally designed to create efficiencies and optimize participant 
outcomes while ensuring “we connect them in such a way that they are confident in making key 
plan decisions.”

Deferral rates typically average the widely-reported 3 percent for new participants, yet Min-
go—a financial services industry veteran for over 20 years with experience in executive leadership 
in Silicon Valley—claims the vWise platform increases that rate to 8 percent, or a 140 percent 
increase. 

“Existing participants that use our solutions will often increase deferrals by 88 percent to 90 
percent, on average, so we’re really helping to move the needle for the people that we serve. We 
are a technology company that develops compelling, interactive and personalized experiences. We 
use research-driven engagement techniques to do that, and it’s all about building confidence so 
participants take action.

Richard Carpenter, USVI Pensions
“I consult with companies in the retirement plan business,” Richard Carpenter said mat-

ter-of-factly before expanding. “They might be a mutual fund, an insurance company, a bro-
ker-dealer, TPA. I’m a lead for the CEFEX-Certified Record Keeper and TPA program, and I
consult with a few groups on acquisitions of TPAs and record keepers.”

His 35-plus years in the business make him a hot consulting commodity, and he’s specifically 
been in the pension business dealing with qualified plans and ERISA for most of his career. 

“The majority of my professional time is devoted to helping TPAs and assisting firms that part-
ner with TPAs,” he added, before noting that he now lives in the U.S. Virgin Islands and was about
to grab a rum-based drink. 

It’s well-deserved. Carpenter was the founder of the Technical Answer Group, now owned by 
Wolters Kluwer. 

“Companies appreciate my unique perspective, which I attribute to where I live and being old. 
An insurance company executive recently told me he appreciated that I was the only person not 
afraid to tell him he was full of it. I’ve sold 401(k)s, I’ve been a TPA, and I’ve run businesses where 
I had to make payroll. I get it.”
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401(k) CLIENT CONNECTION

WOULDN’T IT BE NICE to know that day or 
night, rain or shine, your brand is consis-
tently in front of your clients, prospects and 
centers of influence? Would you like to feel 
confident that your marketing efforts are 
constantly working for you to develop rela-
tionships, deepen your trusted reputation 
and create a sales pipeline? 

As a retirement plan advisor, you have a 
multitude of responsibilities—from business 
owner, to keeping up with compliance, to in-
vestment oversight, to plan design consult-
ing. You’re also the chief marketing officer. 
As an entrepreneur, you oversee the growth 
of your business and the onboarding of new 
retirement plan clients. 

Yes, it takes time and effort for your firm to 
achieve notable brand awareness. However, 
we’re in a digital marketing age that offers 
lovely shortcuts. With a strong marketing 
plan, valuable content and technology inte-
gration, you can remove the guesswork and 
better allocate your time.  

Prerequisites
Keep in mind that one prerequisite for a 

dynamic digital campaign is, of course, a 
quality website. You’re a modern, profes-
sional business owner and you probably 
have a great online presence, but think of 
your website as your No. 1 salesperson. It’s 
sometimes in front of hundreds of people 
per day. The next time you’re thinking about 
investing in a website update, think about 
how much it would cost to pay a top sales-
man to meet with hundreds of prospects.  

Thankfully, most websites don’t cost as 
much as an annual salary, but it’s a different 
way to think about your marketing invest-
ment and how you should allocate your 
marketing budget. Does your site convey 
your value proposition and how does it rep-
resent your brand? Does it encourage your 
prospects to act and is it optimized with 
automated features that work for you?

Another essential ingredient is its content. 

Why 401(k) Marketing  
Should Never Sleep

will automatically receive a friendly “Thank 
you for subscribing” email, be automatically 
added to your CRM and instantly plugged 
into an appropriate email list.  

Automation allows you to sit back and 
watch your contact list (or pipeline) grow 
over time as more and more people visit 
your site and subscribe to your content 
marketing. 

Restful winks 
When your marketing efforts leave your 

hands (or outboxes), they take on a natural 
lifecycle. Some pieces will be quick posts of 
fleeting popularity, while others will stand 
the test of time. 

A great marketing campaign should con-
sistently share valuable content, leverage 
technology and encourage automation. By 
organizing your marketing campaign and 
thinking through the prospect’s experience, 
you can be in front of them every step of 
the way—whether at 2:00 in the afternoon 
or 2:00 in the morning, because a quality 
marketing campaign never sleeps. 

 
At 401(k) Marketing, we believe the retirement plan 
industry can do better. Our clients are the best pro-
fessional retirement plan advisors and TPAs in the 
business. They care deeply about saving America’s 
retirement future. We are proud to share their voice 
through industry writings, professionally-designed 
marketing materials (including websites) and 
expert content collateral. We support in promoting 
their businesses through on-going awareness 
campaigns. 401(k) Marketing is based in San Diego, 
CA. Check us out at www.401k-marketing.com.  

By Rebecca Hourihan

What information are you sharing with 
prospects, clients and centers of influence? 
Are you producing original material, or do 
you subscribe to a creative suite of content? 
Quality content such as articles, newslet-
ters, infographics and videos allow you to 
consistently share useful information that 
educates and builds your reputation as a 
trusted source. 

Once you have the basics taken care of, it 
is time to turn up the marketing volume.

Getting analytical 
How are people engaging with your web-

site? To help you view the digital path that 
your site visitors take on your website, we 
recommend using Google Analytics. 

The analytics dashboard will give you 
valuable information like how many people 
have visited your site, how long they clicked 
around and which pages were viewed. These 
metrics can provide helpful insight when 
setting goals and developing campaigns. 

For example: you want to increase the 
number of site visitors, try an email cam-
paign or social media promotion that directs 
visitors to your website. 

Call to action plus automation
Who visits your website, and how are 

you staying in contact with them? Analytics 
tell you a ton of great data about your site 
visitors but don’t quite relay everything; 
sometimes you have to ask. A great way of 
collecting contact information from visitors 
is to offer them something of value. 

Let’s say your website has a call to action, 
such as “Subscribe to our newsletter,” and 
your site visitor enters their email informa-
tion. What happens next can go one of two 
ways. You could get a notification saying you 
have a new subscriber, subsequently hand-
craft a personal message and then enter the 
information into your CRM manually. 

Or, better yet, if you have a marketing 
automation system in place, that person 
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The 401(k)-rollover frenzy stalled in the midst of fiduciary 
uncertainty. Will it now return in the wake of the DOL 
rule’s demise? Here’s what advisors need to know to 
ensure compliance (and doing right by participants) 
moving forward. 

A Post-Rule

ROLL 
PLAY  
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The premise was that after over a decade
of being competitively disadvantaged, 
retirement plan advisors who serve their 
clients in a fiduciary capacity under ERISA 
would soon be treated the same way as their 
non-fiduciary “retail” counterparts. 

The short-lived fiduciary rule provided 
that anyone who received compensation in 
connection with recommending a rollover 
would have been considered an ERISA 
fiduciary.  

If the “transaction” resulted in greater 
compensation being paid to the advisor, his/
her supervising firm or an affiliate, it would 
have been considered self-dealing and a pro-
hibited transaction (PT) under ERISA.

The Best Interest Contract Exemption 
(BICE), which would have provided relief 
from the PT (and allowed the compensa-
tion to be properly received), is now only 
available until the expiration of the DOL’s 
temporary enforcement policy.  

When that will occur is anybody’s guess.  
The DOL did say shortly after the vaca-

tur was official that it would provide further 
clarification and guidance on how firms 
should go about unwinding the require-
ments imposed by the Fiduciary Rule.  

While this result may be welcome news 
to retail advisors, fiduciary plan advisors are 
back to square one—operating under the 
cloud of doubt and uncertainty.  

The nationwide vacatur of the fiduciary 
rule means that we revert to where we were 
before the rule (and its related PT exemp-
tions) became applicable.  

It also means that any DOL guidance that 
was superseded by the rule (i.e., the DOL’s 
Advisory Opinion 2005-23A) is back in play.  

Put differently, “every silver lining’s got a 
touch of grey.”

The Advisory Opinion says a couple of 
things:  first, it clearly states that if an advisor 
is not serving in a fiduciary capacity under 
ERISA (e.g., to the plan or a participant), 
he/she will not become a fiduciary simply by 
recommending an IRA rollover, nor will he/
she be subject to resulting PT for self-dealing 
because it only applies to ERISA fiducia-
ries; secondly, (and much more problematic 
for plan advisors) it cautions that if a “plan 
officer or someone who is already a plan 
fiduciary” does the following:

1.  uses the authority that makes him/her 
a fiduciary; 

2.  to “cause” a participant to take a distri-
bution from the plan; and 

3.  recommends the proceeds be rein-
vested in a way that results in higher 
compensation paid to the advisor, his/
her supervising firm or an affiliate … 

… he/she may be engaging in a PT un-

401(k) ROLLOVERS

W“We demand rigidly defined areas of doubt and uncer-
tainty!” — Douglas Adams, 
The Hitchhiker’s Guide to the Galaxy
Roughly two years ago, shortly after the Depart-

ment of Labor’s infamous “Fiduciary Rule” was 
finalized, I wrote an article titled “Silver Linings 
Playbook: 401(k) Rollovers Post-DOL Fiduciary” 
(401(k) Specialist, Issue 3 2016).

Least Risk Proceed with Caution Most Risk

Plan-Level 

Services

Advisor's role is limited to 
investment education, and 

the sponsor decides to add or 
replace investments.

Advisor provides investment 
advice to the sponsor or 

excercises discretion over the 
investments.

N/A

Participant-Level 

Services

Advisor's role is limited to 
investment education, and 
the participants direct their 

own investments.

Advisor's role is limited to 
investment education, and 
the participants direct their 

own investments.

Advisor provides investment 
advice to the participant or 

exercises discretion over his/
her account.

© 2018 Pension Resource Institute, LLC – All Rights Reserved.
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der ERISA 406(b)(1) (a.k.a. the prohibition 
against self-dealing).

It’s important to note that all three parts 
of the test must be satisfied before the DOL 
would suggest that the advisor “may” be 
engaging in a PT.  

Consequently, we have long advised plan 
advisors, who may also advise participants 
regarding rollover IRAs, to implement pro-
cedural safeguards in the form of enhanced 
disclosures, policies/procedures and training 
specifically designed to mitigate the risk of 
satisfying the first two parts of the test.  

As discussed in my previous column, the 
third part is a given as advisors frequently 
do (and should) charge a higher fee for the 
additional, personalized work involved in 
advising or managing a participant’s IRA 
(versus the pro rata share of the advisor’s 
plan-level fee that he/she would have 
received had the participant stayed invested 
in the plan).

For many plan advisors, their “fiduciary 
authority” (as referenced in the first part of 
the test) emanates from advice or discre-
tion in the boardroom (as compared to the 
breakroom); they provide fiduciary services 
at the plan-level but do not deliver advice 
on a regular basis to individual participants 
or have discretion over the investment of 
participants’ accounts.  

Consequently, it’s less likely that one 
could successfully argue that such advisors 
used their fiduciary authority to cause a 
participant to do anything–let alone liqui-
date their plan investments to roll over to 
an IRA advised or managed by the plan 
advisor or someone else at his/her firm.  

These advisors would be in what we 
consider to be the yellow zone (see table 
on previous page) and should proceed with 
caution when recommending rollovers.  

With respect to the second part of the 
test, we recommend that advisors imple-
ment procedures that require the participant 
to unilaterally determine to leave the plan 
(and to attest to that fact in writing) before 
the plan advisor (or any advisor affiliated 
with the plan advisor) recommends they roll 
over their account to the plan advisor’s firm.  

This policy will help cut against the argu-

ment the advisor “caused” the participant to 
take the distribution from the plan.

On the other hand, an advisor who serves 
individual participants in a fiduciary capacity 
is more at risk of satisfying the first part of the 
test. Perhaps the Advisory Opinion is signaling 
the DOL’s concern that an unsophisticated 
participant may “rubberstamp” any recom-
mendation their fiduciary advisory provides—
including one to take money out of the plan 
and invest with the advisor?  

Again, it’s a grey area. And because it’s 
more difficult for these advisors to protect 
against satisfying the first part of the test, we 
would classify them as being in the red zone 
or having the most risk when it comes to 
recommending rollovers.

It may still be possible to avoid the like-
lihood of engaging in a PT—provided the 
advisor can demonstrate that the participant 
had already decided to leave the plan before 
the advisor began discussing options relating 
to reinvesting the proceeds in a rollover IRA.  

The advisor may be able to show that he/
she didn’t “cause” the participant to take the 
distribution or satisfy the second part of the 
test in other words.

PT risk is only one aspect of potential 
exposure for plan advisors, however.  

Fiduciaries must also act prudently. The 
duty of prudence, at a minimum, requires 
the advisor to consider relevant informa-
tion or that which he/she should know to 
be relevant in order to arrive at a well-in-
formed recommendation.  

In the context of recommending a roll-
over, the advisor should carefully evaluate 
the needs of the participant in light of the 
value he/she is receiving in the current plan 
or could receive in a new plan (if applica-
ble) and/or an IRA.  

The BICE described four categories of 
information that would have been required 
to be analyzed and documented in order to 
ensure the recommendation was in the “best 
interest” of the participant (versus simply in 
the advisor’s own financial interest).  

Those categories included comparing: 
1. investments; 
2. services;
3. fees and expenses; and

4.  whether the employer is paying any of the 
administrative expenses associated with the 
plan on behalf of the participant.

Given the scrutiny of rollover recommen-
dations by other regulators (i.e., FINRA 
and SEC), we recommend advisors continue 
to evaluate rollovers pursuant to these 
criteria—regardless of whether it’s required 
by DOL rules. If you are aiming to satisfy 
the DOL’s criteria for best interest, then 
you will likely exceed the bar set by other 
regulators (e.g., suitability).  

As is often the case, the best defense is a 
good offense, and anytime a regulator gives 
you a roadmap to compliance, you are well-
served to follow it.  

That said, there is no “silver bullet” here 
and it’s critical for advisors to check with 
their supervising firms to make sure they are 
following internal policies/procedures when 
it comes to recommending IRA rollovers.  

It’s one thing to aspire to do more than 
what may be required by gathering more 
information and better documenting the 
basis of your recommendations but quite 
another to bake a higher standard into your 
compliance procedures.  

While it has been rumored that the DOL 
is poised to publish clarifying guidance—
specifically relating to the application of the 
2005 Advisory Opinion—it remains uncer-
tain whether and when this will occur.  

Given the DOL’s recognition of the 
valuable role fiduciary plan advisors play in 
shepherding participants towards a timely 
and dignified retirement (e.g., when it carved 
out some of the more onerous conditions of 
the BICE for “Level Fee Fiduciaries”), we 
remain optimistic that any clarifying guid-
ance will seek to place fiduciary advisors on 
a more level playing field vis-à-vis their retail 
(non-fiduciary) counterparts.  

In the meantime, “try to keep a little grace” 
and aim for a higher standard of care. 

Jason C. Roberts, Esq. is the CEO of Pension Re-
source Institute, a consulting firm delivering com-
petitive and compliant solutions for retirement 
advisors, and a partner at Retirement Law Group, 
a law firm specializing in ERISA- and securities-re-
lated matters. 

401(k) ROLLOVERS
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By Lynn Brackpool Giles

A number of traditional methods 
can be effective, but our experts 
talk about techniques that make 
an impression
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But Where Do You Find Them?

REFERRALS

BUSINESS

TO 401(k) 

ARE CRITICAL
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Todd Kading’s career evolved from wealth 
manager to his current role as president of 
Austin, Texas-based LeafHouse Financial, 
a national 3(38) provider, and with that 
transition, his approach to referrals similarly 
changed.

“As a wealth manager, it was all about 
building relationships and having a network 
of who-knew-who that translated easily 
into referrals,” Kading notes.

In the retirement space, he said he sees a 
different approach with plan sponsors and 
other advisors. 

Kading feels that working together suc-
cessfully is the key to advisor profitability 
and long-term growth, as well as a way for 
plan sponsors to manage risk and remain 
financially viable.

Now, he and his team work closely with 
advisors, recordkeepers and providers who 
tend to connect and refer clients through 
their mutual partnerships, a process he 
stresses when he coaches advisors. 

“Advisors can’t be experts on everything, 
so it’s important to build a ‘dream team’ of 
specialists who work together to service the 
plan sponsor.” 

Kading says the advisor is still the pri-
mary relationship manager with the client, 
but each service provider is relied upon 
to deliver specific expertise. The business 
relationships expand the reach of one’s prac-
tice because the advisor is potentially one 

introduction away from clients of the 3(38), 
third-party administrator or recordkeeper. 

Kading points out that building the 
dream team can take time, so advisors 
should consider other ways to solicit refer-
rals, suggesting the time-honored luncheon 
speaker.

His firm hosts events in quality restau-
rants featuring industry experts with solid 
credentials. 

Topics should be timely, he says, citing 
“how the death of the fiduciary rule affects 
the industry” as one example. The sessions 
should be easy to attend (“don’t trap them 
on a luncheon cruise where they can’t get 
off the boat!”) and cater to the interests of a 
particular audience. 

“We’ll invite CFOs and they bring their 
CFO friends and we’ll have someone speak 
on regulatory changes or the like.” 

When Kading is invited to speak at 
events, he encourages the advisor not to 
hard sell him as a 3(38) provider looking for 
referrals. 

“I’d rather have someone approach me, 
have a conversation and see where it leads.”

 
The Only Limit to Referrals  
is Creativity

Count Charlie Epstein as another master 
of referral-generating events. 

The founder of Epstein Financial Ser-
vices has written books on retirement, bills 

himself as the “The 401(k) Coach” and can 
list off dozens of catchy, themed events that 
attract potential clients.  

Unlike Kading, he won’t center an 
event around an industry speaker, but he 
will bring in 401(k) recordkeepers, money 
managers or mutual fund companies as 
co-sponsors. 

“We allow them 10 minutes at the start 
of the program to present to the attendees,” 
he notes. “We coach them to make sure 
that what they share about their business 
provides real value to the group and isn’t a 
canned sales pitch.” 

Epstein’s company and an accounting 
firm once rented out a theater and held 
a special movie showing for their collec-
tive clients. They shared the cost and the 
crossover networking worked because there 
was an implied testimonial of his firm to the 
accounting clients, and vice versa.  

He looks to local celebrities that live 
close to his Holyoke, Mass. base to headline 
some of his “must-see” events. 

One such get was actor John Ratzen-
berger of “Cheers” fame who champions 
a program called “Nuts, Bolts & Thing-
amajigs” that aims to inspire “the next 
generation of manufacturers, inventors and 
entrepreneurs.” 

At Epstein’s event, Ratzenberger talked of 
the initiative’s importance with owners of 
manufacturing companies and in turn, the 
guests got photos with him and enjoyed a 
memorable evening.

Epstein often insists that his events center 
around an interesting topic but are injected 
with a bit of fun. 

Enter Joseph Michelli, author of The 
Starbucks Experience, The New Gold Stan-
dard and Prescription for Excellence, whose 
presentation was coupled with Starbucks 
employees demonstrating roasting and 
tasting techniques.  

When it comes to niche marketing and 
referrals, Epstein will look at partnering 
with professional service providers. He paid 
several thousand dollars to be part of an 
event where a local doctor was presenting 
a high-end continuing education session, 
along with a four-course wine pairing din-
ner for surgeons. 

401(k) CLIENT ACQUISITION

IIt’s an evergreen issue, but one critical to 401(k) 
advisors looking to grow their businesses. 
Referrals are often an integral part of a firm’s 

marketing strategy and yet, determining the best 
way to seek them out can stymie the savviest of 
advisors. 
There are a number of traditional methods that 

can be effective when asking for and receiving 
quality referrals from plan sponsors, as well as 
participants. However, our experts also talk about 
techniques that can make an impression. 
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Epstein was provided with 15 minutes 
to talk about his firm’s services, and the 
investment paid off immediately with new 
clients who recognized the credibility he 
held by being an invited presenter—and by 
connecting to the surgeons with retirement 
information that was important to them.

Epstein’s philosophy centers on “making 
deposits before you can make withdrawals.”

“People have choices. You need to deposit 
interesting, unique experiences in their lives. 
When you do, it tells them how you and 
your organization want to be perceived. The 
only limit is your creativity.”

Centers of Influence and the  
Importance of Being Genuine

With assets of more than $20 billion, In-
novest Portfolio Solutions is a powerhouse 
that specializes in retirement plans in the 
Rocky Mountain region. Servicing 100-
plus plans, its president Wendy Dominguez 
has a no-nonsense referral system that uti-
lizes centers of influence, specifically CPAs 
and attorneys.

“We work with clients and ask who they 
use for legal or accounting representation. 
We reach out to those contacts who are 
usually very receptive to connecting since 
we share a mutual client.”  

Again, hard sells take a back seat and the 
conversations start simply over coffee or 
lunch. 

“We’ll first talk about how we can help 
them, whether it’s a joint speaking arrange-
ment, or being a resource of information, 
anything that might build the relationship.”  

Eventually, she might ask who else at 
their firm she should meet, stressing that 

they are always looking to expand their 
network of experts.  

Dominguez acknowledges that as an es-
tablished advisor, leveraging relationships for 
referrals has become easier, and that advisors 
just starting out won’t necessarily be able to 
meet with a partner in an accounting firm.

But that shouldn’t stop them, she says, 
and instead they should focus efforts on 
making inroads to meeting with managers 
of audit or new associates. 

“When you find a business peer, maintain 
that relationship as you ‘grow up togeth-
er,’” Dominguez advises, as they will often 
become that connection you need in five or 
10 years.

Cold calls generally fall flat as referrals 
need a common ground to start, like a 
warm introduction or mutual acquaintance. 
Dominguez says business groups can be a 
great starting point. 

She recommends that her team members 
join groups or volunteer as board members, 
something new advisors can tailor to their 
own needs by participating in the young pro-
fessionals arm of key business associations. 

Being part of groups such as AICPA, 
Western Pension Association, National Asso-
ciation of Government Defined Contribu-
tion Administrators and the American Soci-
ety for Public Administration, just to name a 
few, has provided Dominguez introductions 
to client referrals over the years.

Dominguez also makes a point of incor-
porating subtle outreach in yearly client 
review meetings. She says they may have a 
central theme they are covering—e.g., fees, 
governance or recordkeeping—but they will 
also provide their clients with an update on 

the firm, including new staff or clients that 
they have added. 

She ends by saying that Innovest’s growth 
benefits clients by increasing resources and 
that they are also open to talking with other 
potential clients. 

“We’d rather clients send us any contacts 
they have, and we will help them if we can. 
If they aren’t a fit for us, we can refer them 
to advisors at smaller firms. We will always 
be a resource for anyone who our clients 
want to send our way.” And it’s an attitude 
that has served them well.

“If you genuinely want to help others, it 
comes through.”

Why Advisors Are Afraid to Ask  
for Referrals

“The biggest reason that advisors don’t 
ask for referrals is because they don’t feel 
confident enough in the subject matter,” 
LeafHouse’s Kading claims. 

He says it’s especially true in the 401(k) 
space, because many advisors come from 
a wealth management background and 
aren’t as sure of their retirement expertise 
or bandwidth to handle more clients. He’s 
observed that many of them don’t even 
include a section on their website showing 
that they handle retirement plans. 

“Advisors don’t have to be a ‘perfect 
expert.’ They need to be a conductor of a 
‘symphony of experts’ and bring all the 
moving parts together to create the retire-
ment masterpiece,” again promoting the 
dream team approach which he says takes 
the pressure off advisors when they market 
their services.

Dominguez adds that advisors fear 
sounding self-serving or that they might be 
viewed as more interested in new business 
versus serving existing clients. 

She emphasizes that part of a successful 
“ask” is showing how current clients benefit 
with an expanding firm that can offer even 
higher service, resources, tools and, ulti-
mately, hire better people.

Kading’s parting advice to advisors who 
want to get retirement plan referrals? 

“Don’t be hesitant because you don’t 
think you know enough. You already know 
more than you realize. Just jump in.” 

401(k) CLIENT ACQUISITION

“People have choices. You need 
to deposit interesting, unique 
experiences in their lives. When 
you do, it tells them how you 
and your organization want to 
be perceived. The only limit is 
your creativity.”
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401(k) PROVIDER PERSPECTIVE

AS BABY BOOMERS continue to retire 
in record numbers, they’re shifting their 
attention from saving for retirement to the 
process of decumulation—or converting 
their 401(k) savings into retirement income.

For many, their current employer wants 
to “come to the rescue” by offering a dizzy-
ing array of retirement income solutions in 
401(k) plans.

Unfortunately, Boomers are finding that 
one simple, yet critical, element is missing, 
one that prevents the proffered solutions 
from working as intended—the consolida-
tion of their retirement savings.

Retirement income strategies can be 
quite complex, as early-adopting plan 
sponsors have learned.

Optimizing retirement income is a 
multi-faceted problem, incorporating an ar-
ray of potential variables, including assets, 
life expectancy, market risk, inflation, taxes, 
health care costs, etc.

What’s missing in the rush to replicate 
salary in retirement?

Anything that makes a retirement income 
strategy simpler and easier to implement.

Fortunately, there is something that every 
plan sponsor considering a retirement in-
come solution can do to greatly simplify this 
process: facilitate the consolidation of their 
401(k) participants’ retirement savings.

Why?
According to EBRI statistics, the typical 

60-year-old Boomer nearing retirement will 
have changed jobs almost 10 times. Conse-
quently, it’s not unusual for many Boomers 
to be managing their current 401(k), plus 
several “stranded” 401(k) accounts or IRAs, 
all at the same time.

Consolidation solves the dilemma 
caused by fractured retirement savings, 
offering participants the opportunity to get 

A Critical Missing Piece in  
401(k) Retirement Income

plan. Fees can be structured on a “partici-
pant-pay” or “plan-pay” basis. 

Importantly, these fees, if paid for by the 
plan, can be considered permissible plan 
expenses, if the roll-in service is available 
to all participants. Research shows that 
participants will embrace this benefit. 
According to Boston Research Technologies 
2015 Mobile Workforce study, 93 percent of 
participants surveyed indicated roll-in as-
sistance was a “good” or “valuable” benefit.

If they’re serious about structuring their 
plan to offer a retirement income solution, 
they’ll also need to offer plan participants 
end-to-end roll-in assistance, so that con-
solidation is an easy option, made simple 
and worry-free.  

Tom Hawkins is vice president of sales and market-

ing with Retirement Clearinghouse, and oversees 

all key operational aspects of this area, including 

RCH’s web presence, digital marketing and plan 

sponsor proposals. In other roles for RCH, Hawkins 

has performed product development, helped 

lead the company’s re-branding, evaluated and 

organized industry data and makes significant 

contributions to RCH thought leadership positions.

By Tom Hawkins

their retirement savings in one spot, mak-
ing the execution of a retirement income 
strategy far less challenging.

Put simply, consolidation is common sense.

Implementing a consolidation  
program

While a default approach to consolida-
tion would once again optimize participant 
outcomes, such a default does not yet exist 
in the retirement industry, leaving the plan 
sponsor to implement an “opt-in” strate-
gy for consolidation that can still have a 
meaningful impact on outcomes.

Plan sponsors should consider imple-
menting a consolidation program as a 
prerequisite for offering effective retirement 
income solutions.

Have your clients take the following steps 
to promote consolidation in their plan:

1. Ensure their plan permits rollover  
contributions, or “roll-ins.” 

According to the PSCA’s 60th Annual Sur-
vey, 96 percent of 401(k) plan respondents 
indicated that their plan accepts rollovers 
from other qualified plans. Check your plan 
to find out if it does. If it doesn’t, push for 
the inclusion of this important plan feature.

2. Actively promote roll-ins, particularly  
at initial eligibility. 

Everyone, not only Boomers nearing 
retirement, will want to simplify their lives 
and save money on fees.

3. Provide unbiased assistance for  
participant roll-ins. 

Roll-ins can be daunting transactions, if 
performed on a do-it-yourself basis. An un-
biased, external roll-in service will typically 
operate on a fee-for-service basis, so that 
all participants—regardless of balance—will 
be encouraged to take advantage of your 

“EVERYONE, NOT ONLY 
BOOMERS NEARING 

RETIREMENT, WILL WANT TO 
SIMPLIFY THEIR LIVES AND 

SAVE MONEY ON FEES.”
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401(k) COACH’S (K)ORNER

I SAT ON A PANEL at a recent industry 
event to discuss the small plan 401(k) 
market. We posed the following question 
to attendees: Do you measure individual 
plan profitability? 

Over 60 percent responded no, even 
though the audience was comprised 
primarily of advisors that managed over 
25 plans. It reminded me of a regular dia-
logue I have with plan advisors.

“What is the minimum plan size you 
manage?” I routinely ask.

“$5 million,” is the typical reply.
I ask a pointed follow-up question, 

“What was the size of the last plan you 
brought aboard?” 

After a significant pause, “$1.2 million, 
but it was a referral from a prominent CPA 
I have been working on.”

“Fair enough,” I respond, with one addi-
tional question. “What about that second-
to-last plan you won, how big was it?”

This time the pause is longer, but the 
reply comes in a hushed, almost apologet-
ic tone. 

“$600,000, but this one was from a local 
TPA with whom I have been trying to culti-
vate a relationship.”

As a practice management consultant in 
charge of our Retirement Advisor Institute, 
this exchange is an ongoing quandary for 
many 401(k) plan advisors. On the one 
hand, they know that a plan needs to be of 
a certain size to generate enough revenue 
to be able to engage in all of their services, 
and be profitable. 

And yet, the service levels don’t align 
with revenue in some of their existing 
plans. Even without formal measurements, 
they know multiple plans are “in the red.”

On the other hand, referrals that come 
from certain centers-of-influence are 

invaluable and most can’t afford to say no 
to smaller opportunities. 

Over 94 percent of the 500,000-plus 401(k) 
plans in the U.S. are below $10 million, but 
they represent only 15 percent of the assets. 
While some plan specialists have effectively 
moved to the $10 million-plus market where 
more assets reside, they’re competing for 
the other scarce 6 percent, where margins 
are increasingly thin. 

The vast majority of successful plan 
advisors will continue to work almost 
exclusively in the smaller end of the plan 
market where opportunities are abundant. 
Thus, the need to figure out how to rethink 
profitability.

What might be a fresh approach for a 
plan advisor to improve their bottom line? 

The first step is establishing a bill-
able hourly rate; $250 to $300 per hour 
is deemed reasonable by any industry 
benchmark. Even if an invoice is never 
billed directly to a client, at least start 
thinking about your time’s worth. 

Next, consider a strategy I call the “none 
of me, some of me, most of me, all of me” 
approach.

Maybe there are opportunities to refuse. 
It might be start-ups that in the past have 
been too time consuming, and/or haven’t 
grown as expected. This is the “none of 
me” layer.

Some referrals will continue to be the 
$700,000-sized plans where revenue 
potential will be limited. Assuming $3,500 
of annual revenue and desiring a $300 
billable hour, you’ll need to limit core 
activities to about 12 hours a year and 
outsource the rest. This is your “some of 
me” approach.

The “most of me” layer is simply a 
slightly higher plan size and slightly more 

revenue, which allows you to take on a few 
more core activities while still outsourcing 
a portion. 

Finally, there is the “all of me” level. It’s 
where there is enough revenue (i.e., a $5 mil-
lion plan) to fully engage in all of your core 
activities and be profitable. One other “all of 
me” strategy to consider is a minimum plan 
fee. Rather than establishing multiple layers, 
some successful 401(k) plan advisors in the 
small market charge basis points on assets 
subject to a $10,000 minimum. It might be 
too rich for a start-up, but the key is to grow 
assets so at some future point they exceed 
minimums. 

Randy Fuss is a practice management consultant 
at CUNA Mutual Retirement Solutions. 

Rethinking Your Small  
401(k) Plan Profitability
By Randy Fuss

“THE VAST MAJORITY 
OF SUCCESSFUL 

PLAN ADVISORS WILL 
CONTINUE TO WORK 

ALMOST EXCLUSIVELY 
IN THE SMALLER END 
OF THE PLAN MARKET 

WHERE OPPORTUNITIES 
ARE ABUNDANT. THUS, 
THE NEED TO FIGURE 

OUT HOW TO RETHINK 
PROFITABILITY.”
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Move
The
On
MEPS
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By Editorial Staff

Legislators love ‘em, sponsors want ‘em, 
so why should 401(k) advisors offer ‘em? 

Top MEP expert and advocate Pete Swisher 
runs through the pros and cons of the 

multiple employer plan design, and the 
opportunity they present for all involved

They’re popular. Billed largely as a way to get 
more retirement plan coverage for workers, 
especially those at smaller companies, multiple 
employer plans enjoy bipartisan support from 
legislators and growing awareness among 
advisors and plan sponsors. 
Several proposals to promote MEP use 

were introduced in Congress, with a flurry 
of activity occurring just last July to make 
it easier for small employers to establish 
401(k)s. While much isn’t expected in the 
way of official passage in the run-up to the 
midterm election, 2019 could see big chang-
es for retirement plans in general, and MEPs 
in particular. 
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401(k) INVESTMENTS

Yet misperceptions about what MEPs can 
and can’t do persist, something Pete Swisher is 
on a mission to mend. 

The senior vice president and national sales 
director with Pentegra Retirement Services is a 
major advocate for the MEP structure, calling it 
“a very big deal” going forward, and one which 
401(k) advisors should take full advantage. 

“I’m very conscious of the fact that people 
come up with new ideas, and whatever multi-
ple employer plans are today, it will change to-
morrow and 10 years from now,” Swisher says. 
“There are a couple of facts at the foundation 
of these arrangements, but what people think 
they are [now] or are going to be in a few 
years is off.” With all we’re hearing about their 
potential, we asked Swisher to cut through 
the clutter for a clear view of what lies ahead, 
and the potential opportunity MEPs afford for 
retirement plans overall.

Q: Where are we now with MEPs and 
what specifically do you mean about 
misperceptions with the retirement plan 
structure?

A: Everyone expects legislation any day, and 
it’s been expected any day since late 2016. I 
would say anyone who expects anything legis-
latively from any Congress, including today’s, [is 
likely] to be mistaken.

I make no legislative predictions whatsoev-
er but, that said, there is enormous bipartisan 
support for a broadening of the use of multiple 
employer plans; no one questions this. There 
has been something like 15 separate bills since 
2010, and all of them favorable to the concept 
of an open MEP with very similar provisions 
and bipartisan sponsorship and support.

You would, therefore, think that sort of thing 
would pass easily, but it’s not how the sausage 
is made in government, so we don’t have any-
thing passed yet. The most recent estimate of 
something happening is that there’s no chance 
whatsoever of anything passing in 2018, but 
depending on what happens with the election, 
there could very well be a chance in 2019.

Q: What advantages and disadvantages 
do MEPs present?

A: There’s a fundamental starting point in 
the belief about what MEPs do, which is that 
they aggregate assets and clients in order to get 
discounts, and that their purpose is to drive 
pricing down. That is a point, but let’s examine 
the reality of that. There are numerous entrants 
in the marketplace that are attempting to use 

technology to drive down pricing. One very 
well-known solution costs about $3,500 to get 
the recordkeeping done for a plan with, say, five 
people. And that’s at the low-end of the pricing 
spectrum. There are other arrangements that 
are cheaper than that, but they charge a lot of 
basis points and then hope to make it up on the 
backend. So, call it a $4,000 “thing” to have a 
qualified plan. 

The solution that everybody is looking for 
is how to turn it into a $1,000 thing or even 
a $500 thing. That’s not going to happen just 
because we put it in an MEP.  You can’t take 
a $4,000 to $6,000 item and magically make 
it $1,000 just because we get a little bit of 
scale. You can get a little bit of a discount, but 
that’s it. 

The nature of an MEP is not to slash pricing 
by 80 percent, but somehow that’s what people 
think it’s about. 

Q: So, what is it about? 
A: It’s a powerful tool for simplifying the 

employer’s life. An MEP is not a product; it’s 
a plan design. The nature of that design is to 
centralize not only assets but administration. It’s 
the centralization of the administration and the 
elimination of “jobs” for the employer associat-
ed with maintaining the plan that’s so powerful.

There are three jobs—the plan sponsor job, 
the trustee job and the administrator job. The 
trustee job includes the investment manage-
ment function. We can get rid of those jobs, to 
a degree, with 3(16) and 3(38), but you’re still 
the plan sponsor. You, therefore, still have to 
appoint fiduciaries and have a committee and 
have meetings and have minutes and do bench-
marking and RFPs and RFIs and investment 
policy and so on, if you are a prudent fiduciary. 

Well, small employers don’t want to be a 
prudent fiduciary; often, they don’t want to 
be a fiduciary at all if they can avoid it. So, the 
MEP is better about getting employers out of 
the middle of those jobs. It takes those jobs 
away, and that’s powerful because they don’t 
want them. 

But in order to take those jobs away, well, 
then somebody else has to take them.

If you’re the person who has agreed to take 
these jobs for all these different employers, what 
do you want that to look like? Do you want to 
work hard to drive the price down to the mini-
mum, even if it means not fulfilling functions 
like lost participants, proper administration of 
QDROs and things like that?

Or are you going to want it to be right 
because you’re on the hook? That’s the 
answer. You’re going to have professional 
fiduciaries, or fiduciaries who recognize 
that they’re on the hook for a very big deal. 
They’re going to make sure it’s right and 
that’s going to cost money.

What the MEP is, as currently available 
and likely to be available under any legislative 
proposal I’ve seen, is a wonderful tool for sim-
plifying things for fiduciaries who don’t want 
to be fiduciaries. It will do so by transferring 
[liability] to professional fiduciaries cost-effec-
tively, but there is still a cost. 

Q: And the goal of making it cheaper?
A: That’s different. The goal of figuring out 

how to give the nine-employee company 
something very inexpensive will fall to some 
other solution that’s not currently on the 
horizon, other than payroll deduct IRAs and 
SIMPLE IRAs. There are great tools for that 
and they’re available today, but the 401(k), as I 
said, is still a $4,000 to $6,000 thing.

Q: How big do you see MEPs  
becoming?

A: It’s a phenomenon that’s growing, and on 
that growth curve, it’s just at the beginning. It’s 
going to be a very big deal, and I think every-
body knows that.

The Council of Independent Colleges in 
Virginia (CICV) has created a multiple em-
ployer plan. It’s an association of colleges that 
have said yes to this thing, and so far, it looks 
like their MEP will be over $700 million of 
assets, at least. That’s a pretty big thing. 

You have a pent-up demand from associa-
tions to provide solutions for members. You also 
have a movement among serious retirement 
plan advisors and 401(k) specialists to find ways 
to streamline and simplify for their clients, and 
they’re asking about MEPs. New MEPS are 
getting created, and let’s use the term broadly—
multiplan solutions—are being investigated, of 
which MEPs are one flavor. 

Yes, there are DOL rules that say you can’t 
do an open MEP for ERISA purposes, and 
that’s fine. You still get these benefits through 
similar structures. So, there is this groundswell 
taking place of investigation that has led to ac-
tion. Some of that actually is highly visible and 
that visibility is increasing the activity. 

I’m going to say that MEPs represent some-
thing like 2 percent of the marketplace today, 
but it ain’t going to be 2 percent for long. 
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WHETHER IT’S PAYING down student 
debt, saving for a child’s education or 
assisting with a parent’s elder care, 
competing investment priorities too 
often push retirement saving from the 
planning picture.

Abbott Laboratories is doing something 
about it. The health care giant has intro-
duced a new program to help employees 
tackle student loans while encouraging 
participation in its 401(k).

Noting that historic levels of student 
debt have forced many people to choose 
between saving for their futures and 
paying off school loans, Abbott’s Freedom 
2 Save program will enable full-time and 
part-time employees who qualify for the 
company’s 401(k)—and who are also 
contributing 2 percent of their eligible 
pay toward student loans—to receive 
an amount equivalent to the company’s 
traditional 5 percent “match” deposited 
into their 401(k) plans.

Program recipients will receive the 
match without requiring any 401(k) contri-
butions of their own.

The benefit is pitched as a way to 
respond to recent “financial challenges 
facing young employees” with undergrad-
uate and advanced degrees, as well as a 
competitive advantage in recruiting and 
retaining employees. 

SHORT ANSWER—NO. 
International insurance industry think tank 

The Geneva Association is the latest financial 
industry group to pitch annuities as a solution 
to concerns retirees will run out of money.

While 401(k) advisors have tended to avoid 
the product in the past, the ability of annuities 
to mitigate longevity risk and potentially out-
perform bonds has piqued industry experts’ 
interest as of late.

So what does it mean for 401(k) investors?
A LIMRA study earlier this year found nearly 

seven in 10 annuity owners are confident they 
won’t outlive their money, and three-quarters 

believe they’ll be able to afford the life they desire in retirement.
Meanwhile, just 57 percent of retirees without an annuity think their money will last to age 

90, and only 64 percent feel they will be able to afford a desirable lifestyle.
The Geneva Association report formally recommends structuring default options for defined 

contribution plans “based upon three principles: automatic enrollment of employees into an 
occupational pension plan, automatic escalation of contributions with age and duration of 
employment and some level of mandatory annuitisation [sic].”

Fi360 and 401(k) Specialist 
Announce Dynamic Content 
Partnership for Advisors
WE HAVE NO PROBLEM blowing our own horn. 

Fiduciary-related education and technology 
provider Fi360 and 401(k) Specialist recently 
partnered to deliver content that will empower 
financial advisors who embrace a fiduciary role in 
their work with investors. 

Fi360 will provide 401(k) Specialist with cutting-edge information and ideas relevant to fidu-
ciary-focused 401(k) advisors, as well as Accredited Investment Fiduciary (AIF) and Accredited 
Investment Fiduciary Analyst (AIFA) Designees. The content will be made available under a 
dedicated Fi360 subject matter tab on the 401(k) Specialist website.

The Fi360 content tab now appears in the navigation bar on the 401(k) Specialist homepage. 
It includes articles, columns, videos and checklists from Fi360’s stable of experts, teachers and 
executives.

“We’re focused on enabling financial advisors to profitable implementation of prudent fidu-
ciary practices,” said John Faustino, AIFA®, PPC, chief product and strategy officer at Fi360. “We 
are excited to partner with 401(k) Specialist to further those efforts with a broader audience.”

401(k) Advisors Largely Shun 
Annuities—But Should They?

Match Program 
Pays Student 
Debt AND Saves 
for Retirement
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“YOU WANT TO SUE ME?”
“Well, why not? Sue everybody.” – Jerky Boys, “Punitive Damages”
Anyone can be sued for pretty much anything. All a plaintiff needs is a court index num-

ber, filing and a server for the complaint.
This rather obvious point was reinforced recently in a case involving Vantage Benefits 

Administrators, a Dallas-based “TPA, recordkeeper and professional fiduciary” accused of 
criminal activity. Vantage offices were raided by the FBI last October.

The Dallas Morning News reported at the time that search warrants were executed at the 
offices “amid concerns that money may be missing from retirement accounts the company 
manages.”

According to the paper, Vantage owner Jeff Richie “was sanctioned in 2008 by the Securi-
ties and Exchange Commission and barred from the investment business for three years ‘for 
conducting an unregistered and fraudulent offering’ of securities in the retirement-services 
company he was running at the time.”

I was recently contacted by a representative from Matrix Trust Company, the target of a 
class-action lawsuit filed in a Colorado Federal Court.

Two retirees from Texas A&M allege Matrix provided custodial and trust services for sec-
tion 403(b) retirement plans, including those associated with Texas A&M University, Vernon 
College, Collin College, Laredo Community College and Tarrant County College.

Vantage Benefits was the recordkeeper for those plans. The retirees are seeking compen-
sation from Matrix for failing to meet its obligations as a trustee to protect their savings.

“This lawsuit is completely without merit,” a representative from Matrix stated. “Matrix 
Trust Company did not manage these investment accounts or serve as a trustee or fidu-
ciary for them. This lawsuit involves accounts that were opened and managed by Vantage 
Benefits Administrators. Matrix’s actions were consistent with its custodial agreements and 
intends to vigorously defend itself against these baseless claims.”

I don’t usually opine about litigation, but I think Matrix is in the right, since 403(b) plans 
don’t have plan trustees. How did Matrix, therefore, serve in that capacity?

Matrix said they provided custodial services only for the plan; acting as a custodian 
doesn’t meet the level and duty of a plan fiduciary.

It seems that the plaintiff’s attorney doesn’t really understand how 403(b) plans work. It 
wouldn’t be the first time—and almost certainly won’t be the last. 

Ary Rosenbaum is an author and ERISA/retirement plan attorney for his firm, The Rosenbaum Law Firm 
P.C. He is also the host of That 401(k) Conference, a fun and informative retirement plan conference. Rosen-
baum’s latest book, humbly titled “The Greatest 401(k) Book Sequel Ever,” is available in Kindle and paper-
back at Amazon.com.

Is This the Most Absurd  
Retirement Plan Fraud Case Yet?
By Ary Rosenbaum

“ANYONE CAN 
BE SUED FOR PRETTY 
MUCH ANYTHING. ALL 

A PLAINTIFF NEEDS IS A 
COURT INDEX NUMBER, 

FILING AND A SERVER 
FOR THE COMPLAINT.”
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HIS PRIORITIES 
ARE CHANGING. 
IS YOUR DC 
PLAN READY?
As employees approach retirement, they  

depend more than ever on their employer’s  

DC plan to help make the transition. That’s  

why we recommend adding a Retirement Tier.  

It’s a flexible approach to enhancing your  

DC plan with more tools, communications,  

and income solutions for near retirees.

For more, visit franklintempleton.com/ 
RetirementTier


