Retirement
Why plan
advisors matter

From boomers to Gen X to millennials, retirement is top of mind
among today’s workforce—one reason why access to robust
401(k) retirement plans has become an expected and highly
valued benefit. While the need and appeal is clear, navigating
the complexity of planning, building, and managing the plan is
not always a straightforward journey. The options quickly become
overwhelming; the changing regulatory mandates and onslaught
of new products and potential partners dizzying. Together with
a retirement plan advisor, you can address and navigate each
step. Understanding exactly where that retirement plan advisor
can add value is your first important move. Let’s explore the
possibilities together.

Navigating the
new landscape
Getting retirement
right matters—a lot.

8 out of 10

employees view retirement benefits
as a must-have benefit based on
studies. Only salary and health
benefits rank higher.

Your employees are your greatest asset. When you ask them what
they value most, access to a robust retirement plan ranks very high
(only their salary and access to health care benefits top it).1 Delivering
this highly sought-after benefit can be challenging, especially if you
try to navigate solo.
What makes the endeavor so challenging? Planning, building and
managing a 401(k) retirement plan involves a complex set of decisions
and deliverables, all of which have the potential to directly impact your
employees’ financial security and satisfaction with the plan. Simply
put: There are a lot of moving parts and a lot of responsibilities on
your shoulders.
Both you and your employees play an important role in achieving
positive retirement savings outcomes. The plan construct—how it is
designed, the investment offerings, and more—and management fall
to you. The decisions you make can significantly impact employee
engagement and savings behavior for better—and for worse.
Until recently, retirement plan solutions were designed as all-in-one
bundles. Your recordkeeper and your plan services and custodian
were often pre-selected with investment selections sourced through
a single asset manager. But, too often, that manager was chosen for
operational ease rather than the firm’s investment track record. Existing
vendor relationships, and demand for other needed services and other
factors likely influenced this critical decision.

1

Luckily, today’s landscape—and journey—is different. Employee retirement
plans and those who manage them have many more options. Employers define
plan objectives, design plans and select from a range of financial solutions and
resources. Today, most retirement plan investment menus include a broad mix of
investments that have a history of strong performance from many different asset
managers, rather than a narrow set of options from one source. New products
and services are constantly being introduced into the marketplace, which creates
another layer of complexity for those overseeing their plans—and all aspects
of plan, build and manage.
With greater choice comes greater complexity. Researching and analyzing the
range of available options and recruiting the right service providers are just
the starting points. Retirement plan advisors can provide the needed insight
and perspective to help plan sponsors navigate the complexities in establishing
an appropriate and successful retirement plan.

401(k) retirement plans: The journey ahead
Whether you are exploring 401(k) retirement options as part of a new
plan or evaluating current offerings, the journey is important. Each
step includes key ways in which a retirement plan advisor can assist.
In this “Why plan advisors matter” primer, we’ll explore each step
and the benefits of working with an experienced resource and guide—
a retirement plan advisor.
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1.

Define your plan objectives
Plan success starts by setting clear goals and developing a plan of action to
realize those goals. This is a critical first step that many skip. As a result, the plan
is never fully embraced by employees. A mix of factors come into play, including
your employee demographics and engagement, your overall company culture and
more. Your retirement plan advisor can help you clarify and clearly define the
outcomes you hope to achieve with your plan—and then set a path
for moving forward.
Your retirement plan advisor can help to:
• D
 efine key objectives—ranging from employee engagement to the array of
investment offerings that match your employees’ expectations
• Identify and introduce you to retirement options that align with your employees’
investment objectives

“

Your retirement plan advisor
can help you clarify and
clearly define the outcomes
you hope to achieve with
your plan—and then set a
path for moving forward.

”

Plan objectives
Will this plan be the primary retirement plan you offer or is
it intended to supplement a defined benefit or other plan?
What is your budget for funding and administering the plan?
What is the average age and average tenure of your
employees?
What level of expertise do your employees have in selecting
a portfolio of investments?

Asking the right questions is a key part of success in the planning phase; next
comes a true understanding of your role and responsibilities in overseeing plan
administration and investment decisions.

3

Understand

2.

Understand your fiduciary
responsibilities—and risks
There are a host of fiduciary responsibilities you’ll encounter and, like many other
regulatory and compliance issues you have to follow, adherence is absolute.
As the employer establishing the retirement plan, you will typically be considered
a fiduciary to the plan under the Employee Retirement Income Security Act (ERISA).
As a fiduciary, you will be subject to strict standards of conduct designed to ensure
individuals with authority to administer retirement plans and manage retirement
plan assets, act in the best interests of all plan participants. The Department of
Labor (DOL) has oversight and provides ongoing guidance and enforcement of
the ERISA fiduciary rules.

696.3 million
ERISA enforcement recoveries
by U.S Department of Labor in
2015. The enforcement recovery
amount includes various types of
employee benefits*
* The DOL does not provide a breakdown for just
retirement plans.
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In recent years, the DOL’s focus on plan fiduciaries has intensified its efforts to
protect the interests of plan participants. Closer scrutiny, including examination
and enforcement efforts and fee transparency rules are now part of the regulatory
landscape that you need to be aware of and properly navigate. In 2015, the DOL
recovered $696.3 million for employee benefit plans and plan participants through
its enforcement efforts.2 A proactive fiduciary program designed to ensure that you
meet your fiduciary duties is essential. A retirement plan advisor can help you
build procedures and processes and plan records that will withstand the
heightened regulatory scrutiny that exists today.
Your retirement plan advisor can help to:
• Educate you about your fiduciary role and keep you informed of the latest
regulatory changes and industry developments
• Identify and share best practices and due diligence procedures for rigorous
and robust fiduciary compliance
• Develop a process for maintaining plan records that demonstrate how you
met your fiduciary responsibilities

Design

3.

Design your plan
There are two core outcomes to consider when designing your retirement plan:
Alignment to the key business drivers or objectives you’ve identified for the
offering and meaningful savings outcomes for your employees. To accomplish
both goals, there are a host of different types of retirement plans—each with
different features for you to consider. For example, within the parameters set
by the Internal Revenue Code, you may define:
• How long an employee must work for you before they can join the plan
• How much the company will contribute each year to the plan
• W
 hen employees will be able to access their plan assets (e.g., loans, hardship
distributions)
This flexibility allows you to design a plan uniquely suited to meet your business
goals. Like any complex business decision, gathering and analyzing the options
and ensuring decisions align with your desired outcomes requires specialized
expertise. This is the type of detailed knowledge and insight a retirement plan
advisor can provide.
Your retirement plan advisor can help to:
• Benchmark your plan’s features relative to other plans, including plans offered
by companies in your sector, of similar size, etc.
• V
 et and introduce you to plan design experts to model potential retirement savings
outcomes and costs based on different plan features
• Introduce you to third-party administrators or attorneys with expertise in tracking
changing legislation and regulations, as well as preparing retirement plan
documents and employee notices and disclosures—all required tasks

5

Manage

4.

Manage plan investments
The investment options delivered by qualified asset managers with a history of
strong performance available for inclusion in your employee’s 401(k) plan are
vast—and increasing daily. As with other plan fiduciary responsibilities, selecting
and monitoring the investment choices offered to employees under the plan is
your fiduciary responsibility. Keeping pace with the offerings and ensuring a robust
mix is a complex, challenging task. A retirement plan advisor is ideally positioned
to guide you through this critical stage.

“

Selecting and monitoring the
investment choices offered to
employees under the plan is
your fiduciary responsibility.

”

A retirement plan advisor can serve as a valued resource for keeping you current
on key trends and new investment products as well as serving as a trusted
consultant for managing your fiduciary investment responsibilities. If your plan
allows participants to individually direct their investments, your retirement plan
advisor can help you evaluate the best way to structure that benefit. This might
include structuring your plan to meet the requirements of ERISA Section 404(c),
which protects plan fiduciaries from decisions participants make when exercising
control over the assets allocated to their account under the plan. In other
circumstances, a retirement plan advisor can help select an appropriate qualified
default investment alternative (QDIA) to invest assets for participants who fail to
make investment choices. The issues—and options—are vast and varied; tapping
a trusted resource with in-depth, day-to-day experience is a core benefit of
working with a retirement plan advisor.
Your retirement plan advisor can help to:
• D
 esign an investment due diligence process for investment selection
and monitoring
• A
 ssist in building your plan’s menu of investment alternatives
• D
 eliver ongoing investment information and support for fine-tuning the
investment offerings to ensure adherence to your fiduciary responsibilities
• P
 rovide participant investment education designed to drive engagement
• R
 eview risk mitigation strategies including compliance with ERISA Section
404(c) and designation of a qualified default investment alternative (QDIA)

Creating an Investment Policy Statement
Many plan fiduciaries work with retirement plan advisors to develop an Investment Policy Statement (IPS) as a way
to document the investment due diligence process. An IPS is a written policy that defines the plan’s strategic vision
for investments and sets forth the criteria to be used for selecting and monitoring investment options.
During the ongoing monitoring process, the IPS is reviewed to confirm that investments in the plan meet the standards
established. Reviewing the IPS periodically is important as changes may need to be implemented based on financial
industry regulations, availability of new investment products and/or changes in plan demographics.
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5.

Select and monitor retirement
plan professionals
Most employers find it to be essential to hire a third-party administrator and
recordkeeper to assist with plan administration. As with other aspects of
retirement plan management, the options are numerous and can quickly become
overwhelming. Additionally, there are specific DOL regulations that dictate the
scope of information plan fiduciaries must gather and analyze before hiring an
outside service provider.3 For example, you have a fiduciary responsibility to
ensure service provider fees paid from plan assets are reasonable. Lawsuits
against plan sponsors alleging excessive fees are on the rise.4 Your retirement
plan advisor can provide critical support as you review and build a trusted team
of retirement plan professionals to support your administration of the plan.
Moving forward, they can assist you as you monitor these service providers’
performance and fees.
Your retirement plan advisor can help to:
• D
 esign a robust due diligence process and scorecard for selecting and evaluating
service providers, factoring in the variables mandated by DOL regulations (i.e.,
collecting fee disclosures and benchmarking service provider fees)
• Serve as a gateway to retirement plan professionals that offer services aligned
with your needs
• Provide ongoing support to monitor service provider performance
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Measure

6.

Measure results, make refinements
Continuously evaluating and measuring results against objectives is critical to
the success of your business. The same protocols apply to your retirement
plan. If your plan isn’t producing the level of savings your employees need for
a financially secure retirement, it’s not meeting one of your core objectives in
running your business.
Reviewing plan performance on a regular basis will help you identify how well
your plan is performing relative to your objectives.
• What percentage of eligible employees is participating in the plan?
• What’s the average account balance?
• W
 hat participation and savings rate patterns align with specific employee
demographics (age, salary, length of time with the company, etc.)?
• H
 ow do your plan’s metrics compare with other plans in your industry, similar
plan size or geographical area?
A retirement plan advisor is an ideal resource for ongoing monitoring of the plan’s
overall investment performance, as well as for providing the detailed reports for
evaluating performance based on broader metrics. If your plan is not reaching
(or exceeding) the participant savings outcomes you had anticipated, your
retirement plan advisor can help you identify adjustments designed to drive
more successful plan outcomes.
Your retirement plan advisor can help to:

If your plan is not reaching
or exceeding the participant
outcomes you anticipate, your
retirement plan advisor can help.

• Perform in-depth analysis of plan outcomes and metrics
• B
 enchmark your plan’s performance against other retirement plans, including
other businesses in your industry or geographical region
• Introduce plan design options to improve participation and savings rates
• F
 acilitate a meeting with your third-party administrator or recordkeeper to
explore strategies for improving testing results or compliance problems
• Keep you apprised of new products and services as they become available
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Build on your
success
The retirement plan you provide is an important investment—one intended
to help attract and retain your most valued asset: your employees. Ensuring
it is carefully designed and executed—and that the plan meets your needs and
the retirement savings needs of your employees—is a daunting responsibility.
Finding and working with a trusted retirement plan advisor is one of the best
ways to access the knowledge and support needed to navigate ahead.

Call your retirement plan advisor today.

Visit us at
www.schwab.com/retirement-advisor-solutions
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