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1. Are you a retirement plan
specialist?
A huge amount of responsibility
rests on the shoulders of a
company’s retirement plan
committee. With all the
lawsuits being filed and
regulations changing constantly,
it’s more important than
ever to stay informed.
To help you keep on top of
the latest happenings in the
world of retirement plans,
we’ve put together a list of 5
critical questions every plan
sponsor should be asking their
retirement plan advisors.

2. Who is our recordkeeper?
3. What does our share class
mean?
4. Is our plan design aligned
with our company’s
retirement plan goals?
5. Should we consider
automatic features?

Are you a retirement plan
specialist?

Let’s paint a picture with an analogy. You
have big plans to build your own house, and
a friend of yours pipes up and says, “let me
help you with that; I’m handy with a hammer
and nails.” It seems like a great idea; you’ve
seen the magic he can work with a garden
shed or a treehouse. He proceeds to deliver a brand new house just as promised, but not
quite the way you expected: the walls are thin, there’s no electricity or plumbing, and the
building inspectors are ready to fine you back to the Stone Age for all its myriad building
code violations.
Of course, you’re already thinking: “what kind of person would let an amateur like
that build their home for them?” The fact is, you might unwittingly be exactly that
kind of person. 91% of retirement plans are serviced by non-specialists 1: payroll
providers, insurance brokers, wealth managers, etc. They may offer retirement plan
services, but just like your hypothetical friend, they lack the expertise to back up that
offer. On a further note, 67.7% of retirement plans audited by the Department of
Labor in 2016 were charged corrective fines to the tune of $573,000 on average.2
Obviously, finding a proper “architect” for your retirement plan can pay for itself!

1 DeMasters, Karen. “Retirement Plan Advice Offers Opportunities.” FA Magazine, 20 Mar. 2014. http://www.fa-mag.com/news/retirement-planadvice-offers-opportunities-17325.html
2 EBSA. “Fact Sheet: EBSA Restores Over $ 777.5 Million to Employee Benefit Plans, Participants and Beneficiaries.” 2016. https://www.dol.gov/sites/
default/files/ebsa/about-ebsa/our-activities/resource-center/fact-sheets/ebsa-monetary-results.pdf

3

WHAT SHOULD YOU REALLY BE ASKING?
FIVE ESSENTIAL 401(k) PLAN SPONSOR QUESTIONS

Who is our
Recordkeeper?

As the title implies, the recordkeeper is the person who
keeps track of all your records. They also keep track of all
the money in your plan and make sure it’s allocated
appropriately. As you might guess, they’re a key player in
any retirement plan. You need to make sure you know who will be taking care of these
critical details and whether they’re suitable for your specific plan type.

A, B, C, I, N, R…keeping track of all the different mutual
fund share classes can feel like playing a game of
Hangman, with your employees’ retirement money at
stake. It can be tempting to simply pick an option at
random, but not all share classes are created equal: there
are indeed good choices and bad choices here. While the specifics will vary from situation
to situation, a rule of thumb is that I (Institutional) shares and R (Retirement) shares are
usually the best picks for retirement investment vehicles.

What does our
share class mean?

{The chart below can help display which share classes
and instances that are most appropriate for.
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Is our plan design aligned
with our company’s
retirement plan goals?

Here’s where working with an advisor who has
actual retirement plan experience can pay
dividends. Plan design is crucial: your plan
needs to meet the needs and expectations of
everyone in the company from top to bottom.
Here are some examples of the options
available to you and your employees:

Examples of Plan Design Options
PROFIT SHARING
Profit-sharing plans offer employers both design flexibility and
discretion with respect to contributions. Employer contributions
are optional and can be allocated in a variety of ways. Maximum
employer deductions are limited to 25% of annual compensation
or the annual maximum contribution limit, whichever is less.
SAFE HARBOR
Safe Harbor plans allow owners and highly compensated employees
to maximize deferrals. However, they require specific employer
contributions, and all contributions are immediately vested.
NEW COMPARABILITY
This allocation method allows an employer to divide its employees into
different groups and allocate contributions based on an employee’s
group. Note that this is a fairly technical option and you will need
to work with a third party administrator (TPA) for plan specifics.
However, once you meet the testing requirements, you can provide
more robust retirement benefits to specific employee groups.

Should we consider
automatic features?

In addition to solid plan design, advanced
features such as automatic enrollment, automatic
escalation, and qualified investment alternatives
(QDIA) can help you prepare your employees for a more meaningful retirement.
While plan sponsors are generally reluctant to institute automatic defaults, seven
out of ten plan participants are in favor of:3,4
++ auto-enrollment at 6%
++ auto-escalation
++ re-enrollment into target date solutions

3

NAPA Net Staff. “Participants Back Bigger Nudges.” Aug. 2016.

4

American Century Investments. “Forth Annual Plan Participant Study.” Aug. 2016.
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Managing your company’s
retirement plan can often
seem like an insurmountable
task, but your employees will
appreciate the effort you put
into it in the long run. Asking
these questions and ferreting out any
issues before they become problems
is a good way to ensure both you and
your employees will be satisfied with
your retirement plan, not to mention
reduce your risk of costly legal action.
Synergy Financial Group can
help. We offer comprehensive plan
provider review and benchmarking,
including in-depth comparisons of
plan features and fee transparency.
You can take advantage of our
knowledge and experience to lighten
the burden of benchmarking, RFPs,
plan design, and vendor analysis.
We hope you enjoyed this article.
Please visit our blog for additional
articles and further insights!
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