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‘Making’ the List
Congratulations to this year’s top DC wholesalers — and thanks
for making a difference.

S

everal years ago, I was surprised
(and quite pleased) when a friend
reached out to tell me that I had
made it to one of those retirement
industry lists.
I was sure he was pulling my
leg, of course. But after a couple of
congratulatory emails from other associates,
I decided to check it out, and sure enough
— there I was.
At the time, I remembered being
more than a bit humbled at my inclusion
alongside a number of individuals who, at
least in my estimation, were a much bigger deal than I. Still, the recognition was
gratifying, particularly when you consider
how many very special people in so many
different walks of life, work hard, make a
difference, have an impact, and yet never
really get any kind of public acknowledgement.
As much as I like being on those
lists, it has been my great good fortune
over the years to have a hand not only
in evaluating the composition of those
lists, but in determining the categories
of recognition. I can’t take credit for the
initial decision to acknowledge the work
of wholesalers, and the support they provide advisors — but I’m proud to have
been able to build on and expand that
recognition.
The defined contribution wholesalers we recognize in this issue may not
be quite be as unacknowledged as some
— certainly not after this issue, anyway.
And yet one cannot have a conversation with even the most highly regarded
without a sense that those who have not
walked in those shoes can’t fully appreciate the challenges that come with the…
territory.
I was reminded of that anew in
reviewing the nomination applications sub-
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mitted by many of this year’s “Wingmen”
candidates. In fact, it was the inspiration
for a different kind of coverage in this
issue, as we tried to share, (literally) in
their own words their words of experience, the things that motivate them to do
the job they do the way they do it, and
the most difficult aspects of a critical job
in a critical field at a critical time. Things
perhaps to keep in mind the next time that
DC wholesaler presses you to give him or
her some of your valuable time.
Of course, making the list is one thing
— staying on it can be a challenge. Roughly
half of the top 100 wholesalers were on the
2016 list — but only about half. In this,
our fourth year, we had a record number
of nominations — and a record number of
votes as well. Clearly the competition, not
only “out there,” but in here, is fierce. And
well it should be.
We are, once again, pleased and proud
to be able to acknowledge the good and
valuable work of so many industry professionals. Please join us in congratulating
those who made this year’s list — and
thanking those who may not have “made”
this year’s list, but are making a difference
in the nation’s retirement security, directly
and indirectly, every day.

M A G A Z I N E

NEVIN E. ADAMS, JD » Editor-in-Chief
nevin.adams@usaretirement.org

THINGS TO LOOK FOR/
CHECK OUT:
• Coming in the Winter issue of
NAPA Net the Magazine, you’ll
find a new one — the Top DC Advisor
Team/Firms — and a returning
favorite, NAPA’s Top Women Advisors.
• Have you checked out the NAPA
App? It’s in the Apple store. Don’t
leave home without it!
• SummiTalk — about the
NAPA 401(k) Summit — at
http://napasummit.org.

Designing the Perfect Menu

REQUIRES THE RIGHT
INGREDIENTS
Single Asset Class Menu Design: Some Food for Thought
Many “do-it-yourself” participants are more knowledgeable when it comes to investing;
they often feel they need more than the standard options to meet their unique retirement
goals. Consider offering asset classes that can provide the exposure they need for the
flavor they want.
Specialty U.S. Equity
Offer investment options such as growth or value styles, dividend-focused portfolios,
or strategies that seek to reduce portfolio volatility so participants can add targeted
exposure in certain areas of the market based on their specific needs or desires.
Specialty Global & Foreign Equity
Offer exposure to an expansive global marketplace and foreign equity investments to
balance the “home country” bias in most participant portfolios.
Specialty Fixed Income
Offer complements to the core bond option so that participants can adjust their
exposure to interest rate sensitivity and/or sector or regional allocations.

Call a representative today at (855) 288-8550 or visit us at go.manning-napier.com/MenuDesign to learn more.

All investment strategies involve risks and there is no guarantee of a profit, or protection against a loss.
Manning & Napier Investor Services, Inc. (MNBD) is a member of FINRA.
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Getting What We
Asked For
For years, we have wanted what we do to be relevant on a bigger scale.
BY PAUL D’AIUTOLO

G

reetings, NAPA
members and Firm
Partners! First and
foremost, I want to
draw your attention
to two NAPA events
that have taken place
since our last issue:
NAPA Connect and
the NAPA DC Fly-In Forum.
NAPA Connect, with special thanks
to co-chairs Amy Glynn and Jania Stout,
was held in Chicago this past June. Now
in its second year, NAPA Connect is about
connecting women. This women-only
event is not just about raising awareness
and addressing issues unique to women
advisors; it’s also about creating a bond
and collegiality that extends far beyond
financial services. The feedback was extraordinary from those who attended, and
I would like to thank everyone who made
this event such a meaningful part of our
culture at NAPA.
The Fly-In Forum, which took place
in July, has become a cornerstone of our
association — two days of active participation and lobbying. Special thanks to
the co-chairs, Jania Stout and Corby Dall,
along with the ARA staff for making this
possible. We had more than 200 advisors
attend and participate in active discussions with members of Congress, the Bar
Association and several other key contributors to retirement policy. With tax reform
looming, understanding the issues and
educating our policymakers on both the
opportunities and risks to the retirement
system is a big undertaking, and I want to
thank each and every advisor who participated in this event.
We purposely use the words “delegate”
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and “leader” for our advisor attendees,
because NAPA is better when we advisors
undertake active participation and make the
trek to Capitol Hill to tell our stories and
share our strategies for a stronger retirement system. In addition to the traditional
Hill visits, this year NAPA had a special
treat: having our own Vice President, Jania
Stout, testify at a House Ways & Means
subcommittee hearing on tax policy. What a
great opportunity for NAPA, and thank you
Jania for testifying to the committee about
the great work we all do!
As a plan advisor who started in this industry in 1993 working for a regional TPA, I
have been using the phrase, “We have gotten
what we asked for” a lot lately — meaning
that for years, those in the retirement plan
industry have wanted what we do to be relevant on a bigger scale. Boy, have we gotten
what we asked for! The notion of retirement
security has gone from the fledgling Code
Section 401(k) to now getting that what we
do helps millions of working Americans.
And the stakes get bigger by the day: fee
litigation, fee compression, the fiduciary rule,
tax reform and so on.
Sound like something you want to
tackle alone? For most, the answer is no.
In this issue, we focus on our Wingmen —
those DCIO and recordkeeping wholesalers
who have received special recognition by
the advisors they partner with to improve
the lives of plan sponsors and plan participants. The retirement industry is better,
and our mutual clients — plan sponsors
and plan participants alike — have better
outcomes when we roll up our sleeves and
get things done as partners. Asset managers,
recordkeepers and plan advisors working
collaboratively to solve retirement readiness
— that’s the trifecta of doing it right! In this
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issue’s cover story we focus on our partners,
or Wingmen, who have risen to the top.
Thank you for your participation and your
partnership!
In closing, I sincerely hope that you
enjoyed your summer. As the current NAPA
President, I stated early on that I sought
a more engaged membership, and so far,
it has been amazing! Thank you to those
who made NAPA Connect and the DC
Fly-In Forum outstanding events! Thanks
to our recurring and new PAC contributors;
every dollar we raise opens new doors to
tell our story and raise awareness on the
importance of our work. Thank you to our
numerous volunteers, who sit on the NAPA
GAC Committee, the 401(k) SUMMIT
Steering Committee, the Fly-In Forum and
NAPA Connect Steering Committees, the
NAPA Leadership Council and the many
other committees championed by volunteer advisors, firm partner home office
staff, recordkeepers and DCIOs. Your time
and commitment to serve NAPA and our
members is incredibly generous. Finally,
thank you to each and every one of you to
take the time to invest in your practice and
engage the plan sponsors and plan participants that you serve. You make a difference
to many. N
» Paul D’Aiutolo is the founding principal and lead
consultant of the D’Aiutolo Institutional Consulting
Team in Rochester, NY. He serves as NAPA’s President
for 2017-2018.

401(k) Plan Solutions

#hellowork
Retirement benefits to meet the
workplace needs of your clients.
No two clients are alike. That’s why you need a retirement plan provider that has the
flexibility to fit the demands of your clients. ADP has a legacy of delivering successful
retirement plans that create long-term value, are easy to manage and provide a wide
range of investment choices.
To learn how ADP can help you build better retirement plans for your clients, contact us
at 1-844-ADP-ELITE, or visit www.adp.com/partners/financial-advisors.aspx

Unless otherwise agreed in writing with a client, ADP, LLC and its affiliates do not offer investment, financial, tax or legal
advice or management services. For its retirement plan recordkeeping customers, ADP agrees to act as a nondiscretionary
recordkeeper performing ministerial functions at the direction of the plan sponsor and/or plan administrator. Accordingly,
unless otherwise agreed in writing, ADP does not serve in a fiduciary capacity nor act as an investment advisor or manager
to any of the retirement plans for which it provides recordkeeping services. Nothing in these materials is intended to be, nor
should be construed as, advice or a recommendation for a particular situation or plan. Please consult with your own advisors
for such advice.
ADP and the ADP logo are registered trademarks of ADP, LLC. ADP A more human resource. is a service
mark of ADP, LLC. All other trademarks and service marks are the property of their respective owners. F A
99-1893-N-0717 Copyright © 2017 ADP, LLC ALL RIGHTS RESERVED
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What Happens in Vegas…
Will a new law subjecting broker-dealers and advisors in Nevada to a new
fiduciary standard inspire similar actions in other states?
BY BRIAN H. GRAFF

T

he Silver State — with
little fanfare and precious little notice — on
July 1 enacted legislation that subjects broker-dealers and advisors
doing business in Nevada to a new fiduciary
standard, and one that explicitly allows the
client to sue under state law. And it might
inspire similar actions in other states.
Nevada Senate Bill 383, signed into law
by Gov. Brian Sandoval (R) on June 2, revises the Nevada Securities Act to mandate
that any “broker-dealer, sales representative,
investment adviser or representative of an
investment adviser shall not violate the
fiduciary duty toward a client” imposed
by another statute, NRS 628A.010, which
imposes the “duty of a fiduciary” on all
financial planners. However, Senate Bill 383
also modifies the definition of “financial
planner” to remove what had been an exclusion from that category for broker-dealers and their representatives and investment
advisers and their representatives.
The legislation does give the relevant
state administrator broad interpretive
authority and we understand that regulations are expected by September 1. Thankfully the new law requires that, before the
Securities Administrator issues regulations
clarifying what is and is not a breach of the
new fiduciary duty, she must be sure her
rules do not impose “a direct and significant
economic burden upon small business or
directly restrict the formation, operation
or expansion of a small business.” A “small
business” is a for-profit enterprise with fewer than 150 full- or part-time workers.
The American Retirement Association
(parent organization of NAPA) has already
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It was the intent of
Congress in enacting
ERISA to provide a
uniform set of national rules and causes of
action that should be
respected by Nevada”
met with Nevada regulators, and on August
23 filed with those regulators an opinion
letter from the law firm of Trucker Huss that
presents our strong argument that any Nevada regulation of fiduciary advisory services
to employer-sponsored retirement plans and
their participants and beneficiaries would
not only be preempted by ERISA, but that
even if the “savings clause” in ERISA’s preemption provision were somehow interpreted to cover the Nevada regulation of these
activities, it would still require the matter to
be referred to federal court.
In sum, we believe — and have explained
to the Nevada regulators — that by regulating
fiduciary advisory services to employer-sponsored retirement plans and their participants
and beneficiaries at best the state is providing
them with a federal cause of action they are
already entitled to while exposing the state
to unnecessary and unproductive litigation
risk. And, as such, we have made the case that
there are strong legal and policy arguments
for exempting investment advisory services
to ERISA-covered retirement plans and their

M A G A Z I N E

participants and beneficiaries from the regulations — and that it was the intent of Congress
in enacting ERISA to provide a uniform set of
national rules and causes of action that should
be respected by Nevada in promulgating regulations under the provisions of SB 383.
We have also explained that the Department of Labor’s fiduciary regulation
has redefined and expanded the definition
of investment advice for purposes of being
classified as a fiduciary under ERISA, and
that that has already resulted in significant
changes in the way financial services are delivered to plans subject to ERISA coverage,
as well as to the participants and beneficiaries in those plans.
We appreciate the efforts by Nevada-based NAPA members as we work together to protect your business from this, and other unnecessary regulatory intrusions and the
predations of the plaintiffs’ bar. And we’ll all
need to remain vigilant in the coming months
as similar initiatives may come to light.
It is, however, worth acknowledging
that concerns about the actions taken by
the Trump administration — the postponement of the full applicability date of the Best
Interest Contract Exemption (BICE), the
proposed further delay of that applicability
until July 1, 2019, and even the withdrawal
of the Obama administration safe harbor
provisions for state-run auto-IRA retirement
programs for private sector workers — are
leaving retirement savers unprotected, creating a need for the states to step in.
In other words, what happens in Vegas
— might not stay there. N
» Brian H. Graff, Esq., APM, is the Executive Director of
NAPA and the CEO of the American Retirement Association.

Changing the
climate of target
date funds

Natixis Sustainable Future Funds

Introducing the industry's first ESG-driven target date funds: Natixis Sustainable Future Funds.
By combining sophisticated methodology with sustainable ideology, you can now invest in the future with purpose.

Target a better future:
ngam.natixis.com/ESGTargetDateFunds • #GenerationSave #RetireResponsibly
The Funds are designed for investors who will be age 65 around the year indicated in each Fund's name. When choosing a Fund, investors who anticipate retiring significantly earlier or later
than age 65 may want to select a Fund closer to their anticipated retirement year. Besides age, there may be other considerations relevant to fund selection, including personal circumstances,
risk tolerance and specific investment goals.
Each fund's asset allocation becomes increasingly conservative as it approaches the target date and beyond. Allocations may deviate plus or minus 10% from their targeted percentages.
Investments in the Funds are subject to the risks of the underlying funds and separately managed segments. Principal invested is not guaranteed against losses.
It is possible to lose money by investing in the Funds, including at and after the Funds' target date.

Before investing, consider the fund's investment objectives, risks, charges, and expenses. Visit ngam.natixis.com or call
800-225-5478 for a prospectus or a summary prospectus containing this and other information. Read it carefully.
NGAM Distribution, L.P. (Member FINRA | SIPC) is a limited purpose broker-dealer and the distributor of various registered investment companies for which
advisory services are provided by affiliates of Natixis Global Asset Management, S.A.
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BY JERRY BRAMLETT

I N V E S T M E N T S

The Demise of the Asset
Manager as Recordkeeper:
Don’t Bet on it.
The asset manager/recordkeeper is not going to sit back and ignore the trend
toward DC robo platforms.

W

hile there are hundreds
of independent DC
recordkeepers across
the country, the lion’s
share of DC plans are
record kept by large
financial firms. Pick up
any guide to the top 20 recordkeepers and
it’s obvious that firms that manage money
dominate the list.
It’s difficult to predict what this list
will look like 10 or 20 years from now.
However, given certain industry trends,
don’t expect the asset manager to step
away from the recordkeeping business any
time soon. In fact, due to advancements in
technology, one can expect to see independent recordkeepers become asset managers,
thus increasing the frequency in which the
recordkeeper and the asset manager are one
and the same.
The Rise of the Asset Manager/
Recordkeeper
When DC plans began to supplant the
traditional DB plan in the early ’80s, it was
mostly the investment manufacturers (i.e.,
mutual fund firms, insurance companies
and banks) that began to dominate the
recordkeeping business, especially in the
small and mid-markets. Over time, even in
the large/jumbo markets, most of the large
consulting firms exited the DC recordkeeping business, essentially yielding it (mainly)
to the large mutual fund complexes.
Some would argue that the ascension
of the asset manager/recordkeeper was
because many of these large (mostly retail)
firms have strong capabilities related to
serving individual investors (including DC
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Don’t expect the
asset manager to
step away from the
recordkeeping
business any time
soon.”
participants). Though there certainly are
facts supporting this thesis, the biggest driver of the rise of the asset manager/
recordkeeper was the economics of the DC
business.
A CEO of a large mutual fund company was once asked about why his firm was
in the recordkeeping business, and he answered that it was “for the same reason that
Walmart has parking lots.” In other words,
the main driver for asset managers to enter
the recordkeeping business has been to gain
access to individual DC investors — either
directly as consumers of funds through
investment lineups or IRA rollovers. This
created an economic situation where it was
possible for asset managers to take losses
on the recordkeeping side of the house as
long as the shortfalls in recordkeeping revenue were made up for in asset management
fees.
On the face of it, for an asset manager
and DC recordkeeper to be one and the
same would seem to represent a conflict of
interest. However, if the investment provid-
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er is a “big box store” type of investment
manufacturer and competes favorable with
other major retail fund providers, the mutual fund company’s CEO’s parking lot analogy is not an unreasonable position to take.
The courts have mostly focused on whether
investments are reasonable, prudent and
the best share class available, as opposed to
whether the asset manager and recordkeeping firm are one and the same.
Mainly due to the economics of the DC
business, the asset-manager-as-recordkeeper
model grew quite rapidly and was the dominant model throughout the ’80s and much
of the ’90s. Those were the heydays for asset managers/record keepers. This began to
change, however, with the advent of revenue
sharing in the mid-’90s, which accelerated
the trend toward open architecture.
Due to this trend, asset managers/recordkeepers often saw their fund revenue
cut in half when outside funds were utilized
instead of their proprietary funds. Thanks
to revenue sharing, most asset managers
could still make money from a plan’s fund
lineup, just not as much. On the other hand,
there were many asset management/recordkeepers that could no longer compete in an
open architecture environment — and many
of those firms chose to exit the recordkeeping business.
The Financial Challenges of the
Independent Recordkeeper
The history of the independent recordkeeper has been almost the inverse of the
asset manager/recordkeeper. For the last 30
years or more, these non-investment firms
have struggled with razor thin margins,
mostly due to their lack of access to fund

fees. With the advent of revenue sharing,
many of these firms got somewhat of a
financial boost; however, for many firms
it was too little, too late. Moreover, these
independent recordkeepers were still at
somewhat of an economic disadvantage given that it is more profitable to be the fund
manufacturer than simply receiving revenue
share from fund manufacturers. And, of
course, with the advent of target-date funds,
the asset managers with a suite of proprietary TDFs received an economic boost,
adding back much of the revenue lost due to
the advent of open architecture.
In addition to the rise of open architecture, there are two more recent developments in DC investing that have a greater
potential to balance the economic scales
between asset manager/recordkeepers and
independent recordkeepers: the rise of passive investing and the emergence of DC robo
platforms.
The Rise of Passive Investing
Without getting into the pros and cons
of passive versus active investing, the fact is
that many plans are making the shift from
focusing on meeting a market benchmark
(e.g., S&P 500) and are instead choosing to
simply buy the benchmark. According to
an article in Pensions & Investments, “The
never-ending fight for lower fees and the fear
of fee-related lawsuits have pushed passive
investments ahead of active management
among large defined contribution plans
in 2015 — the first time since Pensions &
Investments began tracking data from the
100 biggest corporate plans.” (Robert Steyer,
“Passive Investment Train Overtakes Active
in Corporate DC plans,” Pensions & Investments, March 20, 2017)
Unlike actively managed funds, with
most passive funds there is often no (or very
little) extra revenue to share. In fact, among
many of the large passive fund providers,
there seems to be a race to the bottom
regarding fees for index funds. Since many
of these index funds are sold to DC plans
with institutional pricing, there is not much
revenue to be had, either by the fund manufacturer or the recordkeeper. The growth of
passive investing has leveled the economic
playing field between the asset managers and
independent recordkeepers, and will likely
continue to do so.

The Rise of DC Robo Platforms
While managed accounts (robo-advice)
have been around since Financial Engines was
founded in 1996, they have never been utilized on a broad basis in DC plans in general,
and thus they represent only a small slice of
the total DC investment pie. However, as this
technology continues to mature and become
widely adopted by DC plans as a replacement
for TDFs (as opposed to an adjunct to them),
asset managers and independents alike will be
integrating their recordkeeping systems with
DC robo platforms.
Since most of the robo platforms utilize
passive vehicles as their underlying investment vehicles, and given the ubiquity of
cheap beta via a collective trust or ETF, there
really is no bar to entry for the independent
recordkeeper to access funds that represent
all the major asset classes. On the other
hand, the robo platform is just a hollow
machine until it has been programed with the
algorithms required to properly match risk
profiles with the optimal mix of asset classes
and manage this mix of investments over the
lifetime of the participant. Some independent
recordkeepers will go the route of utilizing
preprogrammed robo offerings, while others
will choose to buy or build their own asset
allocation capabilities. The independent recordkeeper which builds or acquires an asset
allocation capability delivered via a DC robo
platform, will be very close to leveling the
economic playing field between their offering
and the offering of the asset manager/recordkeeper.
Of course, the asset manager/recordkeeper is not going to sit back and ignore the
trend toward robo-DC. In fact, all the major
firms are either preparing or deploying their
own robo-DC strategies. Many of these firms
view the target-date fund as having served as
a stepping stone to robo-advice, and are planning to simply imbed their TDF glide paths
into a robo-advice delivery model. Many of
the large investment firms see robo-DC as
a “back to the future” opportunity where,
once again, they can garner much of the asset
management revenue, often using their own
in-house manufactured funds.

80s when DC began to emerge as the
dominant corporate retirement plan.
They have weathered the rise of open
architecture, the shift toward target-date
constructs and the movement away
from active to passive, and now they
are responding in various ways to the
emergence of robo-DC. The independent
record keepers have benefited from some
of these market shifts as well. However,
the robo-DC model creates an opening
for them — either through an alliance or
through ownership — to more effectively compete with asset managers by
essentially becoming asset managers
themselves, albeit as asset allocators as
opposed to stock and bond pickers.
For many industry observers, the
mantra has been that asset management and recordkeeping ought to be
performed by totally separate, unaffiliated firms. Rather than wait for that
mountain to move, perhaps a more
market-oriented solution would be for
many of the independents to level the
playing field by effectively becoming
asset managers (i.e., asset allocators),
utilizing the robo-advice platform as a
delivery mechanism.
Competition is a wonderful thing. In
the case of DC investing, the real winners
will be DC participants who can expect
better outcomes as greater precision is
brought to their asset allocation programs (through robo-advice technology)
as well as lower investment fees. After all,
in the aggregate, DC participants are the
ones who mostly foot the bill for both
recordkeeping and investments. They
deserve the best deal that the market can
N
deliver.
» Jerry Bramlett is the Managing Partner of Redstar
Advisors and Managing Director of Sage Advisory
Services.

Conclusion
The large, well established asset manager/recordkeepers created a strong foothold
in the DC recordkeeping market in the early
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THE WORLD DIDN’T NEED ANOTHER
TARGET DATE FUND.
IT NEEDED A SMARTER GLIDE PATH.

Prudential 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
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target date glide path challenge.
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Setting

Tracking the trends that will shape tomorrow’s retirement plan landscape.
BY NEVIN E. ADAMS, JD

HSA’s Ways
Survey finds healthy trends in HSA offerings, enrollments

01

A

recent survey finds that health
savings account (HSA) offerings
have surged from five years ago
— and that enrollment in those
programs is up nearly 140% over
that period.
New survey data from United
Benefit Advisors finds that 35.1% of
all plans offer an HSA or a health
reimbursement arrangement (HRA),
though that’s up only slightly from
the 34% that did do in 2015. However, an HSA is offered in a quarter
(24.6%) of plans, a 21.8% increase from
five years ago, according to the 2016 UBA
Health Plan Survey. The report notes that
HSA enrollment stands at 17%, up 25.9%
from 2015 — and nearly 140% from five
years ago.
The average employer contribution
to an HSA is $474 for a single employee
(down 3.5% from 2015 and 17.6% from
five years ago) and $801 for a family (down
9.2% from last year and 13.7% from five
years ago).
Gains ‘Taking’
Very large employers (1,000+ employees) have made what the report characterized as “surprising” gains in attracting
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employees to HSA plans (they lead with
19.1% enrollment on average). According
to the report, while these large groups lead
in enrollment, it is interesting to compare
enrollment with prevalence rates. Generally,
average prevalence and enrollment rates for
HRAs both hover around 10%. Average
HSA enrollment, however, is 17%, compared to a 24.6% prevalence rate. The gap
is more striking among these large groups
which, although they have the aforementioned average 19.1% enrollment rate, have
a 41% prevalence rate. This indicates an
opportunity to improve employee interest in
these plans, according to the report.
‘Average’ Bearings
The average employer contribution to
an HSA was $474 for a single employee
(down 3.5% from 2015 and 17.6% from
five years ago) and $801 for a family (down
9.2% from last year and 13.7% from five
years ago). There was a 26% increase in the
number of individuals enrolled in HSAs,
likely due to the increase in CDHP enrollment (CDHPs often have HSAs tied to
them). Since 2013, there has been a 97.7%
increase in enrollment, indicating significant
employer and employee interest in these
plans over time.

M A G A Z I N E

Singles at companies with 200 to 499
employees receive the lowest HSA contributions ($409). Singles at some of the smallest
companies (25 to 49 employees) receive
the most generous contributions ($543) on
average.
Like their single counterparts, families
get more generous contributions from small
employers. The average family HSA contribution in groups with 25 to 49 employees
was $908 (though, in general, small employer
contributions have been declining over time).
Industry Contributions
Across most industries, HSA contributions are, for the most part, down or unchanged from three years ago. Government
and education are the only sectors with
average single contributions well above
average and rising. Government employees
had the most generous contributions for
singles at $850 on average, up from $834
in 2015.
The government sector also has the
highest employer contributions for families
on average, at $1,595 (though that is down
from 1,636 in 2015). Educational employers
are the next most generous, contributing an
average of $636 for singles and $1,131 for
families.

Singles in the accommodation/food
services industries received virtually no
support from employers, with average HSA
contributions at $166. The same is true for
families with HSA plans in the accommodation/food services industries, with average
family contributions of $174.
Retail employers also remain among

02

the least generous contributors to single and
family HSA plans, contributing $305 and
$470, respectively. This may be why they
have low enrollment in these plans.
The education sector has seen a 109%
increase in HSA enrollment since 2013
(aided by employers’ generous contributions, according to the report), cata-

pulting the industry to the lead in HSA
enrollment at 23.8%. The professional/
scientific/tech and finance/insurance
industries follow closely at 23.3% and
22.1%, respectively.
— Nevin E. Adams, JD

‘Keep’ Sakes
Employers say Roth mandate would hurt, but most would keep plans

While the vast majority of plan
sponsor respondents to a recent survey
think that eliminating or reducing pre-tax
contributions to retirement savings plans
is a bad idea, 85% say they would either
definitely or probably continue to offer
those programs if current pre-tax limits
were lowered.
However, more than three-quarters of
the 443 employer respondents to the survey
by the Plan Sponsor Council of America
(PSCA) said they strongly agreed with the
statement that eliminating or reducing the
pre-tax benefits of 401(k) or 403(b) retirement savings plans would discourage
employee savings in workplace retirement
plans.
Currently, the vast majority of employers that sponsor a DC plan allow
employees to defer portions of their salary
into that plan on a pre-tax basis. However, three-fourths of the employers that
responded to the PSCA survey provide an
additional feature in their plan that allows
employees to contribute to the plan on an
after-tax, or Roth, basis. Of those plans
that have the Roth feature, the employee
take-up rate of that feature varies, though
a plurality in this particular survey seemed
to fall in the 5-10% range, consistent with
other surveys. Among the smallest plans,
roughly 10% say that more than 50% of
their workers take advantage of the option.
Approximately 60% of the employers
who do not currently have a Roth option
say they have evaluated and rejected the
option.
The survey’s findings have implications
for retirement savings, with Congress said
to be considering changing the current tax
treatment of 401(k)s as part of a tax reform
package. The PSCA survey found that if

Ultimately, more than
90% of respondents
strongly or somewhat
agree that they believe
policymakers should
allow employers maximum discretion to
design their plan to
meet the needs of
their employees.”
Congress were to require that contributions
to 401(k) plans be made on an after-tax
or Roth basis, just 6.1% of the employers
surveyed would be unlikely to continue or
definitely terminate their plans (6.8% were
unsure). Those figures increase for small
plans. Nearly one in five small employers
say they would be unlikely to continue or
definitely terminate their plans if Congress
eliminated the pre-tax option for employee contributions altogether, allowing only
after-tax or Roth contributions (2.9% were
unsure).
Despite the large percentage of employers already offering a Roth feature,
concerns about the cost and administrative
complexities of adding a Roth feature, if
mandated, loomed large among respondents to the PSCA survey. Nearly a third
(30.2%) were very concerned on that front,
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and nearly as many (29.2%) were moderately concerned. Just 16% were unconcerned, with somewhat higher levels of
concern expressed by the largest (more
than 5,000 participants) and smallest
(fewer than 50 participants).
Concerns about the reaction of workers
was understandable in view of the prominence of the pre-tax advantages in plan
enrollment and education. More than half
(53%) of plan sponsor respondents said
those features were promoted to a “high
degree,” and another quarter (25.7%) did so
to a “somewhat high degree.”
In 2014, a tax reform proposal by
House Ways & Means Committee Chairman Dave Camp called not only for a cap
on the amount of pre-tax contributions
by workers, but also a freeze on cost of
living adjustments on contribution limits.
However, nearly all (94%) of the respondents to the PSCA survey said they either
strongly agreed or somewhat agreed that
those limits should continue to be indexed
to inflation.
Ultimately, more than 90% of
respondents strongly or somewhat agree
that they believe policymakers should
allow employers maximum discretion to
design their plan to meet the needs of their
employees.
Sponsors of employer provided
retirement plans are sounding an alarm
— that Congress should exercise caution
when developing its tax reform plan and
be cognizant of the potential implications,
not only for retirement savings, but the
continued support of these vital programs
by employers.
— Andrew Remo,
Director of Legislative Affairs,
American Retirement Association
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Metric ‘System’
Survey finds that having metrics in place can lead to better retirement preparedness

03

Plans that set specific goals around the
retirement preparedness of their 401(k)
plan participants and have metrics in place
to measure their progress are more likely
to achieve their goals, according to a recent
report.
Conducted in the fall of 2016 with HR
executives at 401(k) plan sponsors with
$100 million or more in assets,
T. Rowe Price’s “HR Perspectives: A Survey
of Larger 401(k) Plans” study offers a
unique view of the challenges HR and benefits professionals face when assessing how
well their plans are helping participants
prepare for retirement. The survey asked
questions about strategic goals of 401(k)
plans, retirement preparedness, plan design
features and target date funds.
Auto-Escalation Trailing Auto-Enrollment
While most large 401(k) plan sponsors include auto-enrollment in their
plans, auto-escalation features appear to
be lagging by a slight margin. Coming
shortly after the 10th anniversary of the

Pension Protection Act, which codified auto-enrollment, the survey finds that 72%
of plans currently offer the feature, while
6% of plans expect to do so within the
next two years.
Only 58% of plans include an
auto-escalation feature, the survey found,
but 11% of respondents indicated that
they plan to add this feature over the next
two years. T. Rowe notes that one drawback is that auto-escalation programs
often have been applied on an opt-in basis
rather than an opt-out basis, thus limiting
their impact.
Auto-Enrollment Still Mostly for New
Employees
Only 55% of plans currently offer
an investment reenrollment program to
default participants into a qualified default
investment alternative (QDIA), the survey
found, while 48% currently include periodic enrollment of non-participants. It’s
worth noting that automatic enrollment
has been primarily directed at new employees, with many plans largely overlook-

ing non-participating existing employees.
These numbers do appear to be changing
— the survey found that 9% of respondents plan to offer a reenrollment program
and 13% plan to implement periodic
enrollment of non-participants within the
next two years.
Traditional matches still hold of slight
majority (51%) among employers that offer
matches. But stretch matches hold a sizable
percentage, with 38% offering that feature
alone and 8% offering both a traditional
and stretch match. The strongest reason
employers do not offer a stretch match is
over concern it might not be well-received
by employees due to the required high contribution rate (69%).
Wellness Focus
For plans that view retirement plan
leakage as a problem (70% of respondents),
half or more report that they offer some
version of a financial wellness program or
education services to help participants manage their day-to-day finances.
— Ted Godbout

Cost Cross?
Benefit costs soar, but retirement costs slip

04

A new analysis finds that the costs of
providing retirement benefits declined by
25% between 2001 and 2015, but perhaps
not for the reason(s) you think.
Between 2001 and 2015, overall employer benefit costs relative to pay rose by
3.5 percentage points. Pay increases have
not kept pace with higher benefit costs,
despite reduced spending on retirement
benefits, according to the report by Willis
Towers Watson.
The report notes that those costs
declined from 9.1% to 6.8% of pay, as
many employers shifted away from defined
benefit plans as their primary retirement
vehicle, typically replacing them with an
enhancement to the existing defined contribution plan. In fact, the report notes that
DC benefits increased by 1.6 percentage
points between 2001 and 2015, although
that wasn’t enough to replace the 2.9
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percentage-point loss in DB plan benefits.
Eliminating post-retirement medical plans
(PRM) for new hires and reducing employer subsidies also played a role in reducing
overall retirement cost, as PRM values
declined by one percentage point over the
analysis period.
The report’s authors say that these
trends reflect a seismic shift in the allocation of benefit dollars: in 2001, active
health care costs comprised about twofifths of benefits, while retirement benefits
made up the remaining three-fifths. By
2015, the ratio had flipped, with active
health care benefits accounting for slightly
less than two-thirds of costs and the retirement share dropping to slightly more than
one-third.
Getting ‘There’
The transition — shifting from offering

M A G A Z I N E

a traditional DB plan with a supplemental
DC plan to offering only a DC plan —
typically involved freezing or closing the
DB plan. Indeed, between 2001 and 2015,
the percentage of organizations offering a
traditional DB plan to new hires dropped
from 45% to 7%, and by 2015, 76% of
employers sponsored only a DC plan for
new hires compared with 41% in 2001.
While employers typically contribute more
to the DC plan after closing or freezing a
DB pension, the higher DC contributions
generally do not replace the value of the lost
pension, according to the report.
That said, retirement plan costs vary
widely among employers. Among those
that offer only a DC plan to new hires,
the average retirement spend was 6.2%
of pay, while among employers that also
offer pensions — hybrid or traditional —
to new hires, the average retirement cost

was 8.9% and 11.2% of pay, respectively.
In 2015, the costs of traditional DB plans
averaged 6.1% of pay, while hybrid plans
averaged 4.6% of pay. Moreover, employers that still offered traditional DB plans
were more likely to also offer more generous PRM plans. In 2015, the average PRM
value was 1.6% of pay for sponsors of
traditional DB plans versus 0.4% among
hybrid plan sponsors.
Preference Disconnects?
How does the reallocation of retirement dollars to active health benefits align
with employee preferences? The report
authors note that the 2015/2016 survey
results, based on 4,721 full-time U.S.
employees, suggest a disconnect between
employees’ primary concerns, needs and
preferences and the reshuffling of employer
dollars.
Both short- and long-term financial
concerns are top of mind for employees
today: 41% of respondents say they often

worry about their current finances, and
about one in five report that their current
financial situation is negatively affecting
their lives. Many Millennials do not expect
to receive the same level of retirement
benefits enjoyed by older workers, and
three-quarters assume that their generation will be worse off than their parents’
generation.
The report’s authors note that employees who are worrying about the future or
struggling financially — which include 42%
of the typical workforce — are more likely
to continue working well past their preferred retirement age (going on to note that
44% of older workers (ages 55+) who are
concerned about their future finances and
64% of those who are struggling financially
expect to work to age 70 or later).
Health Versus Retirement
The extent of responding employees’
worries about their long-term financial
prospects is also reflected in their willing-

ness to forgo some amount of pay for more
generous or more secure retirement benefits.
Roughly two out of three employees would
trade some pay for more generous and
guaranteed retirement benefits, but only
around one-third of respondents would
accept a smaller paycheck in exchange for
either more generous health benefits or
lower, more predictable costs when using
health care services. In the case of the latter
alternative, the trend is down 10 percentage
points since 2009.
The report notes that employees value
their health care benefits just as highly as
their retirement benefits, with 65% to 70%
saying they are highly satisfied with both
programs and about 60% saying these programs meet their needs. On the other hand,
many employees appear to have reached the
limit of how much they are willing or able
to pay for health care benefits, according to
the report.
— Nevin E. Adams, JD
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Target-date funds: embracing open architecture in
retirement’s most important investment option
Andrew G. Arnott
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Recent feedback
from investment
consultants and elite
DC plan advisors
suggests a narrowing
of the imbalance
between closed- and
open-architecture
target-date funds.

approach to target-date
funds may reduce risk and
help meet today’s higher
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 The adoption of target-date funds over the past decade has produced
a range of benefits for DC plan participants, sponsors, and advisors.
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 Today, plan-level best practices call for an open-architecture, or
multimanager, lineup of investment offerings, but that line of thinking rarely
extends to target-date portfolio construction.
 If open architecture is important, then perhaps more target-date funds
should be open, incorporating a variety of specialized teams based on their
merits rather than their firm affiliations.

Investing involves risks, including the potential
loss of principal.
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NO BANK GUARANTEE. NOT INSURED BY ANY
GOVERNMENT AGENCY.

 With fiduciary standards and legal proceedings on the rise, isn’t it time that
retirement’s most important investment option caught up with the best
practices of plan design?
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Women’s Growing Role in
Benefits and Retirement
Decisions
The road to benefits decisions goes through the woman of the house, and often,
she’s in charge.

I

recently watched an interesting conference presentation by LIMRA and
Pacific Life about women’s growing
role in household financial management. I think we all intuitively
believe that increasingly, women are
controlling the purse strings, though
I believe survey research is lagging
reality. Women aren’t just balancing the
checkbook and budgeting, as prior generations were taught in high school; many are
taking the lead in employee benefit decisions, and a significant share is overseeing
retirement planning and investments.
In nearly every survey I’ve conducted
examining gender roles in financial management, women are far more likely to
say financial decisions are shared between
partners, while men say it’s them. Several
recent surveys by leading financial services companies underscore this. In MassMutual’s recent Middle America Financial
Security Study, more than 4 in 10 women
said financial decisions for the household
were shared, compared to fewer than 3 in
10 men. In Lincoln Financial’s Retirement
Power Participant Study, half of women in a
coupled household said both partners share
equally in retirement planning, compared to
just under 4 in 10 men. Perhaps I’m being
hopeful for gender equality or perhaps
it’s because most of my peers live in female-breadwinner households, but I suspect
women are taking the lead more often than
they let on in surveys.
There are women who clearly describe
themselves as the household financial
decisionmaker, or as LIMRA’s research calls
them, the “Family Financial Officer.” These
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women, as well as the ones who may just be
humble, need an advisor’s attention.
MassMutual’s research revealed that
nearly 6 in 10 women who are involved in
financial decisions take the lead or make
most of the employee benefits decisions
for both partners. That means the road to
benefits decisions goes through the woman
of the house, and often, she’s in charge. Lincoln’s research tells us that more than half
of women are the sole decisionmaker for
household health insurance decisions. It’s
the one area where men were more likely
than women to say the decision was shared
or handled completely by their partner.
There are more expected, traditional
differences when it comes to retirement
planning and investments. According to
Lincoln’s research, men are more likely
than women to call themselves the primary
decisionmaker for retirement planning; half
of men say this, but still a third of women
say they are the household’s main retirement planner. Half of women say retirement
planning is a shared activity. Similarly, 6 in
10 men say they primarily manage investments for the household, while a just over
a third of women say they are the main
investment manager. Four in 10 women
say managing investments is a shared task.
Decisions related to retirement and investments appear to still be male-dominated.
But let’s do the math: These studies
reveal that more than four out of every five
women in a coupled household is involved
in, if not leading, decisions about employee
benefits and retirement planning, and three
in four are involved in household investing.
Those are some pretty big numbers.

M A G A Z I N E

It’s a guess, and an unfortunate one,
but I’d wager that many advisors are not
approaching conversations about benefits,
retirement plans or investments with this
household division of labor in mind. Financial advice is an older, male-dominant field,
but you don’t have to be a woman to deal
effectively with the woman of the house.
Most research I’ve conducted would suggest
that women don’t need to work with a
female advisor. They want an experienced,
knowledgeable advisor with a good track
record, the same as everyone else. However, other research would suggest that how
advisors communicate with women needs
to be a bit different than how they communicate with their male counterparts. While
everyone needs to hear plain language explanations, women tend to emphasize clear
communication more. More importantly,
women tend want an advisor who takes a
more holistic approach to the household’s
finances. Communication has to be more
consultative than transactional.
Involving the spouse in conversations
has been a challenge for the industry, especially when those conversations are taking
place at work. Decisions, however, are not
being made by one partner in a vacuum.
In order to provide effective advice on
benefits and retirement plans, it’s critical
to figure out who the decisionmaker really
is and make sure that person has a seat at
the table. N
» Lisa Greenwald is an AVP at Greenwald & Associates, an independent research firm specializing in
research for the retirement and financial services
industries.

RETIREMENT INCOME SOLUTIONS

IS YOUR DC
PLAN MISSING
SOMETHING?
For participants, the accumulation stage is only part of the
journey. A transitional income strategy can help bridge the gap
between saving and spending in retirement, and we offer a range
of flexible solutions specifically designed for that purpose.

Find out more at
franklintempleton.com/dcincome

Investors should carefully consider a fund’s investment goals, risks, charges and expenses before investing. To obtain a Franklin Templeton fund summary prospectus and/or prospectus that
contains this and other information, call 1-800-342-5236. Investors should read the prospectus carefully before investing.
All investments involve risks, including possible loss of principal. Investing in a Franklin Templeton fund does not guarantee one’s retirement needs will be met.
© 2016 Franklin Templeton Distributors, Inc. All rights reserved.
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Who Are Uncovered
Workers, and Why Should
We Care About Them?
A new study by The National Association of Retirement Plan Participants shines a light
on the plight of workers without a retirement plan. Here’s a look.

F

or years we have heard about the
uncovered worker and pondered
what we can do to help them save
for a successful retirement. In fact,
the proportion of workers not
covered by the DC system is its
major flaw. Additionally, in the past year we
have seen a great deal attention focused on
a significant and rapidly growing uncovered
worker population: the contract or “gig”
worker.
Roughly half of the American workforce does not have access to any kind of
employer-sponsored retirement plan; in
concrete numbers that is about 75 million
people. Lack of plan coverage and the
resulting low levels of retirement savings is
one of the most pressing social challenges
of our time.
Uncovered workers fall into two main
categories:
• Full time employees who work for employers that do not offer plans. According to the Government Accountability
Office, only 14% of small employers of
fewer than 100 employees offer a plan.
There are a number of factors that contribute to small businesses not offering
plans, including complexity of setting
up a plan, liability, scarce resources,
lack of knowledge on how to offer a
plan, and high fees.
• Independent contractors and “gig
workers” who do not have a traditional employer. Over the past five
years there has been a strong trend
toward non-employer working arrangements such as independent contractors, freelancers and consultants.
It is estimated that by 2020, as many
as 40% of American workers will
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Low trust, combined
with uncertainty, a
lack of planning and
the lack of a mentor,
is a toxic mix when it
comes to saving for
retirement.”
not have an employer. While this may
seem surprising, a recent report by
professors from Harvard and Princeton concluded that all net employment growth in the past decade came
from alternative work arrangements,
not full-time jobs.
Despite their huge numbers and the
obvious need to plug this hole in our DC
system, little research has been done to understand who these uncovered workers are,
how they feel about retirement and what
their financial acumen is.
In June 2017, the National Association
of Retirement Plan Participants (NARPP)
completed a major study of the uncovered
worker. Following is a look at what we
learned.
Who Are the Uncovered Workers?
In some ways, the demographic profile
of uncovered workers is not all that different from that of participants in a DC plan.
They are both split evenly on gender rep-
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resentation (50/50) and are as likely to be
married (about half). But differences exist
in other characteristics. Uncovered workers
tend to be somewhat older (a median age
of 49 vs. 43 for participants), have lower
median household incomes ($42,000 vs.
$61,000 for participants) and be less educated (52% vs. 69% college degree or higher for participants). And among those who
work for an employer (as opposed to gig
workers), more than half (55%) work for
a company with fewer than 100 employees
(compared to plan participants, where only
17% work for firms that size).
Savings Behavior: Past and Present
Despite not being covered by a DC
plan, uncovered workers exhibit a strong
desire to save for the future. In fact, 92%
are saving for retirement in one form or
another. The most common ways in which
uncovered workers save is in a bank savings
account (50%), followed by an IRA (29%)
or investing in the stock market or in real
estate (27%). The problem, however, is that
with the exception of the IRA, there are
no restrictions on the ability to take funds
out of these accounts or liquidate the assets
when a need arises.
It is interesting to note that 22% are
“phantom” DC plan participants. They
are putting away money in a spouse’s
or partner’s plan by using their income
to cover household expenses, enabling
the participating spouse or partner to
increase his or her deferral rate. Nearly half (49%) of married, uncovered
workers say they have a spouse who is
participating in a DC plan. But only half
of those say their spouse is a DC plan
participant. Unfortunately, all this leaves

a great proportion of uncovered workers
without any kind of retirement savings
safety net or structure.
Finally, being uncovered (presently)
does not mean they have never participated
in a DC plan. More than one in four (28%)
indicated that they have balances in a DC
plan with a previous employer (36% among
covered workers). However, the median
account balance in these accounts is only
$23,000. Among those at retirement age, the
median balance for uncovered workers is
between $75,000 and $100,000 in previous
employers’ DC plans. That’s hardly enough
to retire on — and remember, the remaining
72% have no past plans.
Do Uncovered Workers Want a Retirement
Plan?
Not being covered by a DC plan does
not mean uncovered workers don’t want a
retirement savings plan. About 8 out of 10
(81%) agree they would feel much better
about their retirement prospects if they
were offered something similar to a DC
plan.
This raises a question as to why so
many have the desire to save, yet so few
have a cohesive retirement savings strategy.
We see in the findings that most do not
know how to do it on their own. Nearly
half (47%) say that retirement savings is
important to them, but they aren’t sure
how to get started. And almost two about
of three (62%) say they find it difficult to
wade through the morass of retirement
savings products and don’t know whom
to trust (65%) to help them make that
decision.
How Knowledgeable Are They?
Uncovered workers’ self-assessment
of their financial acumen is substantially
lower than that of participants. For example, 44% of DC participants feel they are
extremely or fairly knowledgeable vs. only
35% for uncovered workers. The differences are even greater when it comes to
the belief that they understand investment
principles, know how to estimate their necessary nest egg, and feel comfortable about
planning for retirement. Perhaps as a result
of their discomfort, they are also much less
likely to make a retirement needs estimate.
Clearly, uncovered workers need the struc-

Not being covered by
a DC plan does not
mean uncovered
workers don’t want
a retirement savings
plan.”
ture and discipline offered by a systematic
retirement savings plan.
Trust in Employers and Financial
Institutions
Confidence in financial institutions in
general is quite low among participants —
only 24% have a “great deal of confidence
in the people” running them. However,
confidence is substantially lower among
uncovered workers (13%). And when it
comes to trusting financial institutions, the
results are even lower — only 9% feel they
can trust financial institutions to “just about
always do the right thing” (participants are
at 11%). Low trust, combined with uncertainty, a lack of planning and the lack of
a mentor, is a toxic mix when it comes to
saving for retirement.
How Do Uncovered Workers View Their
Employers?
With respect to their view of their
employer (which doesn’t offer a plan, of
course), trust in their employer is much lower (18%) among uncovered workers than
among plan participants (27%). Furthermore, uncovered workers have a lesser view
of their employer’s generosity toward its
workers (50% vs. 74%) and are less loyal to
their employers than participants are (73%
vs. 86%)

Their resilience is low, being easily buffeted by the ups and downs of the market,
causing them to interrupt their savings
habits. As a result of their low financial
courage and lower financial resources,
the uncovered worker is likely to be
feeling “very stressed” by their financial
situation (13% for uncovered workers vs.
6% for participants).
Why DC Plan Advisors Care
As we have talked about the uncovered worker, especially the gig worker,
we have received a great deal of interest
in the subject from DC plan advisors.
Firstly, they are deeply concerned about
the efficacy of a retirement system that
leaves so many workers in peril of falling
short of their retirement dreams. Advisors would like to see this gaping hole in
the system repaired before it is changed
entirely.
And as we have always seen, offering a DC plan just makes good business
sense. Employees of plan sponsors have a
substantially more positive view of their
employer and are more loyal. DC participants and uncovered workers clearly
want and need the structure, clarity and
discipline that a DC plan offers — all
good points to make when trying to
convince an employer to start or continue
a DC plan. N
» Warren Cormier is the president and CEO of Boston Research Technologies and author of the DCP
suite of satisfaction and loyalty studies. He is also
cofounder of the Rand Behavioral Finance Forum
along with Dr. Shlomo Bernartzi.

Uncovered Workers’ Financial Courage
Uncovered workers “financial courage” is low (and about the same as participants). Their self-trust in their financial
decisionmaking is rather low and they tend
to doubt that the decisions they make are
grounded in sound financial principles.

F A L L

2 0 1 7

•

N A P A - N E T. O R G

21

I N S I D E

T H E

S T E W A R D S H I P

M O V E M E N T

Don’t Be Fixated on the
Wrong Target
BY DONALD B. TRONE

It’s not the BICE that’s going to BITE you!

I

don’t believe that the required
disclosures associated with the
DOL’s conflict-of-interest rule will
pose the greatest liability for firms.
Rather, it will be the organization’s
inability to demonstrate established
fiduciary best practices that will put
firms at risk.
Many organizations are suffering from
target fixation. This is a military term to
describe a situation where a pilot becomes
so absorbed in hitting the target that they
lose track of their heading and altitude and
actually crash into their objective.
It’s not surprising that firms are fixated
on the conflict-of-interest rule since there
is widespread agreement that it is going to
expose the industry to significantly more litigation. The rule is long, complex, and bears
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Procedural prudence
is the bedrock of a
fiduciary standard of
care.”
no resemblance to established fiduciary best
practices or generally accepted investment
management principles.
However, the rule’s disclosure requirements will not be the primary source
of liability. ERISA attorneys, with the
DOL's help, are going to figure out the
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language and paperwork to comply with
the rule. Over time, most firms should be
able to demonstrate compliance.
No, liability is going to turn on whether a firm can demonstrate that its advisors,
brokers or agents are procedurally prudent.
Firm-wide training on a prudent decision-making process is what many executives have overlooked.
Procedural prudence is the bedrock of
a fiduciary standard of care, and has been
for decades. It has been the wellspring for
the development of generally accepted
investment management practices, such as
procedures for:
• identifying a client’s goals and objectives;
• diversifying a client’s investment portfolio;

•

preparing a statement of a client’s investment strategy;
• conducting due diligence on a client’s
investment options;
• controlling and accounting for a client’s
fees and expenses; and
• monitoring a client’s investment strategy.
The plaintiffs bar is very familiar with
the above procedures and will certainly use
the practices as a checklist during discovery
and depositions. We know from examining
case law that most fiduciary liability is a
result of omission, as opposed to a commission. It’s not what the fiduciary did, but
rather the procedures the fiduciary forgot to
follow.
Just the same, there will be a number
of plaintiffs’ attorneys who will attempt
to argue that their clients were harmed
because of a firm’s deficient disclosures or
non-compliance with the conflict-of-inter-

A firm may face
substantial liability
if it cannot
demonstrate that
its advisors, brokers
or agents were
procedurally
prudent.”

est rule. I suspect, however, that the courts
are going to apply a reasonableness standard and show leniency if a defending firm
can demonstrate substantial compliance
with the rule.
On the other hand, a firm
Step 1. Analyze
may face substantial liability if
it cannot demonstrate that its
Define roles and responsibilities
advisors, brokers or agents were
State goals and objectives
procedurally prudent. It will be
difficult to defend a firm’s departure from generally accepted
fiduciary best practices.
Step 2. Strategize (RATE)
We’ve been writing about
Identify risks and assets
procedural prudence for more
Identify time horizons and
than 30 years. In fact, Procedural
expected outcomes
Prudence was the title of our first
book, which was published in
1989.
At one point we had develStep 3. Formalize
oped
an inventory of 36 different
Define the strategy
fiduciary
practices that could
Communicate the strategy
be used to define a procedurally
prudent process. Today, the list
is in the form of a framework
consisting of five steps and 10
Step 4. Implement
dimensions; the dimensions deImplement the strategy
fine the details of each step (see
Formalize financial controls
illustration).
and procedures
The decision-making framework is based on the three Fs:
fiduciary best practices, FINRA
rules and financial planning
Step 5. Monitor
practices.
Monitor the strategy
We’ve refined the frameScrutinize for conflicts and self-dealing
work to support FINRA rules
and financial planning practices
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because the vast majority of retirement
savers are going to be served by advisors,
brokers, financial planners and agents.
So too, the framework is uniform.
The same framework can be used to
define fiduciary procedures for the more
than eight million men and women in
the U.S. who have the legal responsibility
for managing the assets of pension plans,
foundations, endowments, personal
trusts, personal wealth and retirement
savings.
Getting back to the conflict-of-interest rule, one of the many reasons why
I’m opposed to it is that it only references
three of the above dimensions — the duty
of fiduciaries to:
• state they are serving in a fiduciary
capacity;
• control and account for the retirement saver’s fees and expenses; and
• disclose conflicts of interests.
This is why many of us refer to the
rule as a de minimis standard. It should
be defining the gold standard for the
industry; instead it’s defining a bronze
standard.
It’s not the BICE that’s going to
BITE you – it’s the lack of procedural
prudence. Don’t be fixated on the wrong
target. Being in compliance with the
conflict-of-interest rule is important,
but not as important as your ability to
demonstrate a prudent decision-making
process. N
©2017, 3ethos. Used with permission.
» Don Trone is the CEO and co-founder of 3ethos,
and was the founding CEO of fi360. He has written or
co-authored 10 books on fiduciary responsibility, served
on the DOL’s ERISA Advisory Council, and testified
before the U.S. Senate Finance Committee on fiduciary
best practices.
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How to Own Your Own
Back Yard
BY REBECCA HOURIHAN

The retirement plan expert’s guide to email marketing.

A

bout six months ago, I decided to put my rental condo
up for sale. However, after
too many lowball offers and
back-and-forth negotiations,
I got frustrated and took it
off the market. To add to the
annoyance, as an unintended
consequence, my name and contact information became publicly available to real
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estate agents, all of whom I now get daily
phone calls from.
If I answer the cold call, the conversation goes like this virtually every single
time:
“Hi, is this Rebecca?”
“Yes, it is.”
“Hi, this is [realtor] with [real estate company]. I am calling about
your condo on Market St. I see
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that it didn’t sell. Ughhhh… did
you not get the price you wanted? I
can relist it for you.”
“Thanks, I’m all set.”
“Okay! Thanks for your time.”
I would like to say that this is a fluke
example. It’s not. It’s happened at least 20
times. So much so that I now wonder: What
did the cold caller expect? Was I supposed

to jump for joy and exclaim, “Yes! That is
exactly why I didn’t sell the condo — and
OMG, yes! Can you relist it?!”
This is a classic example of failed
marketing-sales tactics. Lack of preparation, unprepared for rebuttals, and no
sales-nurturing pipeline.
What if the conversation went like this
instead:
“Hi Rebecca, this is [realtor] with [real
estate company]. We specialize in working
with downtown real estate. We noticed that
your condo didn’t sell. Did you know that
home prices have improved in recent months?
It’s becoming a great sellers’ market. Is there
any chance, you would be interested in looking at your local comps to learn if it’s worth
reevaluating?”
Now, I’m still going to reply with,
“Thanks, I’m all set,” because I took it
off the market to have a tenant move in.
However, that approach is way better than
the first. Also, in the second call, they are
offering me value. By offering a list of local
comparables, since I don’t have access to
the MLS system, that information might be
valuable if and when I decide to reevaluate.
Then, they might ask: “Would you mind if
I send you information to review?” At that
point, I’m going to say, “Sure,” and provide
them my email address.
Okay, this may work for realtors, but
how does this apply to you, the retirement
plan expert? Advisors face these similar
obstacles and the same steps can be taken
to overcome the “all set” objection. Use
your knowledge and expertise to offer
something unique that goes above the
poorly thought out “Can we have your
business?” call.
What if you approached your retirement plan prospects through a lead-nurturing email campaign? Then you can
educate, inform and demonstrate your
retirement plan experience, so when the
plan sponsor is ready to make a buying
decision, you are there and have been
consistently in front of them developing a
trusted relationship.

How to Be Proactive through Email
Marketing
Every day, the average professional sees
over 5,000 advertisements,1 spends 116
minutes on social media,2 and receives 88
emails.3 We are being bombarded with information. However, you need to be part of the
conversation. Wherever and whenever your
clients, prospects and centers of influence
are seeking retirement plan information, you
need to be there. Here are some email pro
tips to become the authority in your area as
the retirement plan expert.
Create a Prospect List
It all starts with your contact list. You
need to have a target audience. As a retirement plan advisor, you could search the
Form 5500 database and cultivate a list of
ideal retirement plan prospects. Download
plan pertinent information to understand
your plan sponsor buyer personas. Take
a couple of moments and see if there are
trends. Ask yourself:
• What is my target audience?
• What size plans do I want to work
with?
• Do I want to specialize in a certain
industry?
We recommend that your distribution
list includes one to three professionals per
company. Search for titles such as CFO,
CEO, Director of HR, Controller, President,
Owner and other authoritative headings.
These are the professionals who are most
likely involved in the buying decisions of the
company’s retirement plan.
Also, don’t forget to include your current clients and centers of influence.
Segment Your List
This is a component of email marketing
that is often overlooked by retirement plan
advisors; however, it is crucial. Segmentation
is about organizing your list in a way that
helps funnel contacts through the buying cycle.
Segmented email marketing campaigns outperform non-segmented campaigns and have
the ability to increase open and click rates and
decrease “unsubscribes.” 4

Start simple. If you have not done so
already, be sure to organize your email list
into three major categories: plan sponsor
prospects, current clients and centers of
influence. This is a great way to get started
with personalization, and it will come in
handy when you want to send something
special to your clients or invite COIs to a
networking event.
Then it is time to have some fun!
Each time you send an email, is an opportunity for segmentation. Drop the contacts
who positively engaged with the campaign
into a separate list; this includes opens
and clicks. It also gives you the chance
to clean up your master list by removing
bounced emails, and it will automatically
quarantine those who have unsubscribed.

PRO TIP:
• Be everywhere your clients,
prospects and centers of influence seek
retirement plan information

Automate to Innovate
Most email marketing systems have
an automation feature. Below are two
examples of email automation flows that
you might consider incorporating into
your retirement plan practice.
Let’s say you want your contacts to
read your newsletter about financial wellness. Great! Start by sending it to your full
email distribution list. Then based on their
response, the email automation system
will send out the next series of value-add
emails. For the “Opened” emails, that
might include an infographic about the
benefits of financial wellness.
For the “Unopened” emails, your automation will send a teaser excerpt from
your newsletter. If they still don’t open the
email, that’s okay. Now the system will
send them the infographic that discusses

Marshall, Ron. “How Many Ads Do You See in One Day?” Red Crow Marketing Inc., Sept. 10, 2015. http://www.redcrowmarketing.com/2015/09/10/many-ads-see-one-day/
Asano, Evan. “How Much Time Do People Spend on Social Media?” SocialMediaToday., Jan. 4, 2017. http://www.socialmediatoday.com/marketing/how-much-time-do-people-spend-socialmedia-infographic
3
Burke, Kenneth. “How Many Emails Do People Get Every Day?” Text Request. Oct. 11, 2016. https://www.textrequest.com/blog/how-many-emails-do-people-get-every-day/
4
Mail Chimp. “Effects of List Segmentation on Email Marketing Stats,” February 2017.
1
2
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financial wellness. Maybe that will get their
attention — what employer doesn’t want
to decrease health insurance premiums,
decrease presenteeism, and increase productivity?
Since you built out the email chain in
advance, you get to relax as the automated
system keeps you consistently in front of
your target audience and freeing up your
time to focus on other aspects of your
business.

PRO TIP:
MARKETING
MATERIALS
IDEAS FOR
GIVE, GIVE,
GIVE BEFORE
YOU ASK

Stand Out in the Inbox
Did you know that email is the No.
1 preferred method of communication?
Approximately 7 out of 10 contacts prefer it.5
Also, the average open rate for our industry
is 17.9% . So, let’s give them something to
open!
“Reserve Your Seat,” “LEARN
MORE” and “Download Your Free…” are
all great examples of action-packed phrases
in subject lines that inspire open rates. You
can pair these with your contacts first name,
icon images, or by addressing their wants
and needs — for example, [First Name], Do
You Want Financially Fit Employees?
Then, make your offer tempting! Who
can withstand the urge to press a beautiful,
shiny, candy-like button?! We have been
programmed from an early age to press
buttons, so why not place your CTA in a
bright color right at the top of your email
that beckons your readers to click?
Give, Give, Give, Ask
For maximum email success, remember
“Give, Give, Give, Ask.” That means you
“give away” three items before you ask
for anything in return. For example, give a
newsletter, give an infographic, give a webinar, and then ask for a meeting.
Modern plan sponsors aren’t going
to buy the first time. Gone are the days of
going out with a broker of record change
form. Additionally, with the DOL’s conflict-of-interest rule, you wouldn’t want
that. You want your plan fiduciaries to do
research and to exercise prudence when
selecting their retirement plan advisor. A
compelling way that you can demonstrate
your expert knowledge is through consistent retirement plan marketing. Teach plan
5

o

Newsletter

o

Direct Mail

o

Webinar

o

Seminar

o

Press Release

o

Blog Article

o

Magazine Advertisement

o

Video Marketing

o

Infographic

o

Podcast Episode

o

Email Information

sponsors what they need to know and why
they should hire you.
Did you know that 23% of plan sponsors are seeking a new advisor? The No. 1
most cited reason is that they want a more
knowledgeable advisor. By taking the time
to educate your audience about current
events and trends, you are demonstrating
your retirement plan knowledge.
Focus on the Experience
Another way to demonstrate your
results are through case studies. We all
know that in financial services, we cannot
use testimonials; however, you can create
a compelling case study. As an idea, interview one of your plan sponsor clients and
ask them to share their experience working
with you.

Burstein, Daniel. “Marketing Research Chart: How do customers want to communicate?” MarketingSherpa, February 2015.
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Did you:
Improve plan design?
Recommend changes to the investment
menu?
• Implement a financial wellness program?
• Change recordkeepers?
• Establish a formal fiduciary process?
Write about it. Promote it through your
email automation campaigns. Share it with
your COIs to demonstrate the true value of
a retirement plan expert. As an industry, we
need to demonstrate why human financial
advisors are critical. This is one very powerful way for you to show and tell through
email about what you do and the ultimate
value of your expertise.
•
•

Consistency is King
There is no silver bullet and marketing
is never one and done. It’s consistency over
time that yields the best results. Take the
time to create an email marketing calendar — and be creative. Have some fun.
It doesn’t always have to be alpha, beta,
standard deviation, facts and figures; do
something that is interesting and, most
importantly, delivers value.
As the conflict-of-interest rule ebbs
and flows, we have a golden opportunity.
It is for leadership. Take the reins. You
have knowledge, experience, and ethical
standards to separate yourself. By implementing a consistent email marketing
program that educates, demonstrates and
informs, you can stand out from other
advisors as the retirement plan expert in
your community.
If there is ever a time to own your
back yard, it is now — because you are the
authority.
Thanks for reading and happy marketN
ing!
» Rebecca Hourihan, AIF, PPC, is the Founder and
CMO of 401(k) Marketing, which she founded to
assist qualified experts operate a professional
business with professional marketing materials
and ongoing awareness campaigns. Previously she
served as LPL Financial’s East Region Manager for
four years, where she consulted large institutional
retirement plan offices on business development,
client acquisition and prudent plan governance.
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6 Tips for Making the
Most of Your LinkedIn
Strategy
The key to using LinkedIn for business is to set clear intentions, follow a strategy,
and stick to strict time limits. Here’s how.

F
28

N A P A

N E T

T H E

M A G A Z I N E

or every person who is addicted to social media, there’s another person who has
sworn it off for fear of getting “sucked into the void.” Because of this, there are
hundreds of professionals who are missing out on opportunities to use social
media outlets, especially LinkedIn, for specific business purposes.
The fear of wasting their effort keeps many people from investing time in
engaging with their LinkedIn community. But the fear of just wasting time in
general is an equally large obstacle for many people. They recognize that their

behavior on Facebook or Pinterest tends to
be an addictive response to boredom, and
they don’t want to give themselves another
platform to waste time on.
When they open LinkedIn, they may
see a silly inspirational post that has
become controversial for no clear reason,
and their instinct is to immediately close
the page before they get sucked in. I get
it. It takes approximately five seconds to
get a bad taste for a media outlet. That’s
how I feel about watching TV most of the
time.
But when you write off LinkedIn as
“another social media time suck,” you miss
a huge opportunity to develop new contacts and stay top of mind for your current
contacts.
You don’t have to participate in conversations that you don’t want to be a part of.
Last week I met a financial advisor at
a conference in Boston who shared how he
does almost all of his business development
on LinkedIn. He finds potential clients,
researches their background and interests,
highlights their accomplishments, and then
leaves the platform.
LinkedIn is a communication tool that
can be used like email to connect with other
professionals and grow your network. You
don’t open your email and scroll through it
because you’re bored. You open it because
you need the communication platform to
conduct business. You should approach
LinkedIn the same way.
There’s a line between going on social
media with a purpose and going on because
you’re bored and want to be entertained.
The key to using LinkedIn for business is to
set clear intentions, follow a strategy, and
stick to strict time limits.
Following are six tips to making sure you
make the most of your efforts on social media.
1. Set a time limit and stick to it.
The key to staying productive on
LinkedIn is to set a timer, and then try to accomplish as many of the following connection and sharing strategies as possible in that
time. Whether it’s 6 minutes, 20 minutes, or
some other time allotment, it’s important
to associate this work as productive and
meaningful, as opposed to a rabbit hole that
wastes your time.
I recommend 10 minutes a day, be-

When you write off
LinkedIn as “another
social media time
suck,” you miss a
huge opportunity
to develop new
contacts and stay top
of mind for your
current contacts.”

cause that should be long enough to do
whatever you need, and it will motivate
you to skip the news feed altogether. Once
you’ve made the connection you wanted to
make, done the research you needed to do
or posted the content you wanted to share,
get off the platform. Don’t allow yourself
to stay and browse.
2. Focus on your target market.
Whether you’re in sales, searching
for a job, or just looking to expand your
professional network, you should know
what your target market is. You should
focus your activity on starting conversations with these targets, whether they’re
vice presidents at a company you want to
earn as a client or they’re thought leaders
in your industry. Before you log in, make
a list of the people you want to engage
with.
If you’re not sure who should be
in your target market, start with this
strategy (it’s specific to sales, but you can
customize it for other needs). Identify
the top 20% of your current clients who
are active on LinkedIn. Make sure you
are connected with them. Once you are
connected, look for prospects among your
client’s first connections. When you have
found connections who look like strong
prospects, ask your current client for a
referral. You should aim to spend your
daily allotment of time looking for refer-
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ral options from just one current client.
That will keep the task manageable and
keep you from wasting time.
3. Send personalized connection
requests.
Stop scrolling and start searching. I
like to use a “reverse referral” strategy to
look up the top 10 contacts that I’d like
to be connected to — big names in my
industry or my region — and look for
mutual connections in their networks who
could give me a referral. But even if you
can’t get a referral for a potential client or
a highly networked person, it’s still worth
trying to connect.
Many people are receptive to connection requests from strangers, as long
as you explain why you want to connect.
And that reason had better not be, “I want
to sell you something,” or any variation of
that phrase.
Try something like this: “I was reading your latest blog post and I loved your
insight on X.” Or, “I saw this share on
Twitter and I really liked it.”
One strategy I love to use allows me
to take advantage of the data LinkedIn
gives you about who has viewed your
profile. With a non-premium account,
you’ll see the five most recent profile
viewers, unless those viewers have heightened privacy settings. If someone viewed
my profile, but never asked to connect, I
use LinkedIn InMail to send this message:
“I noticed you’ve checked out
my profile here on LinkedIn.
Typically, this happens for one of
two reasons: (1) it’s an accident;
or (2) there’s something I could
possibly do for you. If it’s the
latter, please don’t hesitate to let
me know, okay?”
If you don’t have InMail through a
premium account, you could look up the
person’s email address on their website
and email them directly, or try calling
them directly, or send a personalized connection request.
If we’re already connected, I send
a slight variation of that message to
acknowledge that we know each other
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but (probably) haven’t spoken in a
while. By asking if they looked at my
profile by accident, I give them an out
(even if they looked at me on purpose)
if they’re not interested in my services.
But simply inviting them to start a conversation after they look at my profile
has led to many mutually beneficial
relationships.
4. Engage with the content your targets are
putting out.
Find their posts and their blogs and
like, comment and share them to your
network, even if you have to go to another website to find their content. (Not
everyone embraces LinkedIn’s blogging
platform yet, so they may share a lot of
content elsewhere.) But don’t go overboard with this strategy. If you consistently like or share every item your client
puts out, they’ll get annoyed or they’ll
take you for granted. Spend the time to
find content from one of your clients
that’s really meaningful to you and that
you can share with a comment your followers will find meaningful. Don’t make
it the same client every week, but don’t
follow a schedule for highlighting all of
your clients. Keep it slightly random, and
your clients will feel appreciated by the
attention you’re showing them.
5. Tag people.
Before you click ‘post’ on a share of
someone else’s content or a photo you’re
uploading, think about who you can tag
in the post. Tagging on LinkedIn works
like it does on most platforms: Type an
‘@’ symbol before the person’s name,
and LinkedIn will bring up a drop-down
menu of connections and people you
follow to confirm the tag. Click on the
right person, and their name will appear in a blue hyperlink to their profile
in your post. The people you tag will
receive a notification of the tag and any
interaction with your post, and some
may even receive an email about the
post, depending on their LinkedIn profile
settings.
But I’ll include a serious caveat with
this tip: Make sure the posts you tag
people in are relevant. We’ve all been
subject to someone misusing the tagging
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For every person
who is addicted to
social media, there’s
another person
who has sworn it
off for fear of
getting “sucked
into the void.”

feature on Facebook to spread awareness
about something we have no interest in.
On LinkedIn, your tagging should be
a way to give someone a heads up that
you’ve said something nice about them
and/or their work.
Here’s an example: When I was
leaving a conference in Boston earlier
this year, I noticed that Zoom, the video
conferencing platform, had a billboard up
in Logan International Airport. I thought
it was cool to see a tech company investing in analog marketing, so I snapped a
photo and tweeted it, making sure to tag
the company. The founder of Zoom then
retweeted it and my post got a high level
of engagement.
6. Connect with your current customers.
Too many people take their current
customers for granted. It’s not cool or
sexy to go after your existing customers
and show them love. But reactivating
your current customers’ loyalty for your
brand is just as important as developing
awareness in new targets, and it’s so much
easier. Start by simply connecting with the
people you’ve worked with at all current
and former clients. Then find ways to
highlight their successes and share content
that they will find meaningful. Social
media gives you the tools to provide outstanding customer service to your current
clients, which will encourage them to buy
more stuff from you, or to buy the same
stuff more frequently.

M A G A Z I N E

If you approach LinkedIn with this
strategy, you’ll be able to reap demonstrable benefits from the time you invest, and
you’ll avoid wasting time on another news
feed. N
» Spencer X Smith is the founder of spencerXsmith.
com, instructor at the University of Wisconsin, and
Adjunct Faculty at Rutgers University. He’s a former
401(k) wholesaler, and now teaches financial
services professionals how to use social media for
business development. This is Spencer’s inaugural
“Inside Social Media” column for NAPA Net the
Magazine. He may be reached at spencerXsmith.
com.

31

F E A T U R E

Cleaning Up

How to help sponsors think about the use of R6 shares.
BY JUDY WARD
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he rapid growth of clean shares in the
401(k) plan market isn’t likely to slow
down soon.
Just look at the results of an industry
survey by Ignites Research, which asked
both plan advisors and DCIOs about
likely retirement plan investment changes as a result of the U.S. Department of
Labor’s fiduciary rule. Both advisors and
DCIOs expect the greatest growth to
come in use of share classes that carry
no loads and no 12b-1 fees, commonly
called R6 shares, says Loren Fox, New
York-based Ignites’ director of research. Ignites
did the research, surveying 281 of the Financial
Times “Top 401 Retirement Advisers” and 23
DCIO managers, in the summer of 2016.
“Forty-three percent of the advisors expect to
boost their use of R6 shares in plans, and 96% of
DCIO firms see more opportunities in this share
class,” Fox says. The expectation of new fiduciary
rules, along with the drives to increase fee transparency and levelize 401(k) participants’ administrative
fees, have fed robust growth in R6 shares in the past
several years. “In the next couple, of years we’ll at
least see the same pace of growth, if not a pickup in
the growth rate,” he predicts.
The Current R6 Market
Asset managers have been adding clean shares
rapidly. “I count about 1,600 R6 shares,” says Paul
Ellenbogen, head of global regulatory solutions at
Morningstar. “Of those, half launched in the past
three years” (though not every asset manager calls
its revenue-free share an R6, he says, pointing out
that Fidelity calls it a “Class K” share).
The growing sponsor interest in clean shares
also works for asset managers, Ellenbogen says.
“Asset managers are tired of doing what they view
as essentially subsidizing the industry,” he explains. “Asset managers are launching clean shares
because they want to be out of the administration-subsidization business, and to compete head
to head with ETFs (exchange-traded funds) on
managing money.”
Offering R6 shares has not yet become universal among asset managers, however. “There are still
firms that haven’t entered the R6 market, although
they probably will as it becomes a must-have in
the 401(k) market,” Fox says. “I would not be
surprised if some asset managers are still holding
off on R6 shares because they’re not sure of the
final form that the new fiduciary rules will take.
It depends in part on how much plan sponsors
and recordkeepers feel that institutional shares,

or load-waived A shares, can still fit the bill in the
new fiduciary environment.”
Typically, asset managers have started out by
offering an R6 in their more popular asset classes
among 401(k) plans, like large-cap equity, core
growth, and small-cap equity, says Jamie McAllister, senior vice president and defined contribution
consultant at Callan Associates Inc. “Definitely they
are doing it in equities, and we see it in fixed income
as well, although we are not seeing it offered as much
on the smaller, specialty funds. We also haven’t seen
it as much in alternatives, but many alternatives used
by 401(k) plans are in CIT (collective investment
trust) vehicles anyway.”
Asset managers offering R6 shares typically do
it for almost all their options available to 401(k)
plans, although they’re being somewhat selective,
Ellenbogen says. “Fund firms realize that not all of
their funds are winners,” he says, “so they realize
that throwing an R6 share class on a mediocre
fund is not the answer to their distribution problem.”
Usage of R6 shares appears to be picking up
briskly. As of July 2017, asset managers reported
$615 billion of retirement assets in zero-revenue
shares, versus $432 billion of retirement assets in
shares that pay revenue, says Chris Brown, founder
and principal at Newton, New Hampshire-based
Sway Research LLC, which focuses on the defined
contribution investment-only (DCIO) market.
Compare those numbers to the last time
Sway Research looked at R6 adoption, in August
2016. Just 11 months earlier, the market was split
nearly evenly between zero-revenue shares (with
$411 billion in assets) and revenue-paying shares
(with $410 billion in assets). “But now, zerorevenue shares hold nearly 60% of the assets,”
Brown says. “Essentially, all of the growth since
the end of August has been in zero-revenue
shares, which makes sense given the demand for
low-fee solutions in DC menus, which has been
exacerbated by the DOL fiduciary rule.” And
nearly 300 mutual funds added a zero-revenue
share class over the same period, Sway Research
finds.
But some sponsors interested in R6 shares
could find that their plans lack enough assets to get
into these shares. Asked whether this share class
typically has asset thresholds, Ellenbogen says,
“Asset managers tend to be very cagey about that.
If you try to nail that down and ask them, ‘What
is the threshold for the R6?’ it gets really squishy.
They say, ‘Let me ask my manager.’” The answer
seems to depend on factors including how much in
assets a plan has overall with a manager, he says.

Mark McGrath and his Royal Machines bandmates delivered a high-energy set at the inaugural “NAPA After Dark” event.
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Portfolio Evaluations, Inc., a Warren,
New Jersey-based advisory firm, sees the most
current interest in R6 shares from sponsors
of large plans, says Gary Pallatta, senior
consultant, retirement plans consulting group.
“There is a drive by sponsors to bring down
costs for all participants,” he says. “The industry has taken steps to reduce fees, and this is
just a further part of that trend.’”
Analyzing the Net Fee
Investment menus in most 401(k) plans
still incorporate some revenue sharing,
McAllister finds. “Many sponsors are trying
to get as many no-revenue funds as they can
on the menu,” she says, “but the majority
still have a few funds that pay revenue.”
When helping a sponsor evaluate a
migration to R6 shares, pay close attention
to the net participant cost, recommends
Jim Phillips, president of Peabody, Massachusetts-based Retirement Resources and a
member of the NAPA Leadership Council.
A move to revenue-free shares, with an
explicit administrative fee for participants,
can sometimes increase participants’ net
cost compared to utilizing revenue sharing
to pay administrative fees, he says.
“If you look at the expense ratio of the
zero-revenue share class of many funds, you
will see that there is not a direct, proportional reduction in the expense ratio by
taking out the revenue sharing,” Phillips
says. Say that a fund has a share class with
a 100-basis-point expense ratio, which
includes 65 basis points of revenue sharing, and then it introduces an R6 share. “If
you take out the revenue sharing, you’d
think that the R6 share would cost 35 basis
points. What you find, when you look, is
that’s not necessarily the case. The cost may
be 40 basis points, or 45.”
“Sometimes it is a matter of having to
amortize fund costs over a smaller R6 asset
base. The fund companies tell us that they
are aware of the issue, and they expect that
as the R6 asset base increases, that (cost difference) will disappear over time,” Phillips
continues. “But for now, what looks like a
nice, simple, participant-friendly move may
not be. It’s important to be very deliberate
until share pricing rationalizes.”
A fee analysis done for a plan sponsor
may find that using a revenue-paying share
class actually costs participants less than

34

N A P A

N E T

T H E

Asset managers are
tired of doing what
they view as essentially
subsidizing the
industry.”
— Paul Ellenbogen, Morningstar

an R6, McAllister says. “Let’s say a fund
manager has an R4 share and an R6 share.
The R4 share has been around for years
and has a significant asset base, while the
R6 share is relatively new, so the investment-management component of the fee
could actually be cheaper for the R4 share
than the R6,” she says. “In that case, if the
plan is able to rebate the revenue sharing
paid by the R4 shares back to participants
invested in those shares, the R4 is actually
less expensive.” Before making the decision
between the R4 and R6 share class, she
adds, the plan sponsor should understand
the rebating capabilities of the recordkeeper for that plan.
Some revenue-free shares may never
cost exactly the same amount less than
the revenue-sharing reduction, Brown
says. “There’s always a little ‘noise’ in the
management fee,” he says. “There could be
other, distribution-related expenses in there
that asset managers are trying to partially cover with the fee. I don’t think that
we will ever necessarily see it completely
‘clean.’ Asset managers are always looking
for different ways to cover some of their
costs.”
Sponsors can go with the option to
use some R6 shares and leave other revenue-paying funds on the menu, but have
their plan’s recordkeeper rebate the revenue
sharing fully to participants invested in
those funds, Phillips says. “Not all recordkeepers can do that, but some already have
the capability and others are building it
now,” he says. “Some other recordkeepers
probably say it is not worth it to build out
that capability, because they think that in
the future, it will be of no use if plans just
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migrate to investments with no revenue
sharing.”
Recordkeepers increasingly are developing sophisticated operational capabilities
to rebate revenue sharing back to participants, McAllister says. Historically when
a sponsor wanted revenue sharing rebated,
she says, recordkeepers simply took the
revenue sharing amount and spread out the
refunded money to all of a plan’s participants. Now, she says, more recordkeepers
can rebate revenue sharing just to participants invested in the revenue-paying funds.
“Some are able to even accrue that rebate
on a daily basis, so if a participant was only
invested in a revenue-generating fund for
three days, for example, that participant
will get a rebate proportionate to the threeday period,” she adds.
Sponsors also have the option to
move to a full R6 investment menu, so
that no potential exists for disparity in
participants’ administrative cost sharing,
Phillips says. “Really, I think when sponsors talk about migrating to ‘clean’ shares,
they want to do it for fee equalization for
participants,” he says. “You can’t achieve
that equalization if you go halfway, and
use R6 shares for only part of the menu.
If half of the plan’s menu has to generate
enough revenue to cover all the administrative costs, then the costs are borne in an
unequal fashion by participants.”
Removing all revenue sharing means
converting to an explicit administrative
fee for participants, if a sponsor does
not decide to pay the administrative fee
itself. So, many participants will see an
explicit administrative fee on their quarterly statements for the first time. “That’s
certainly one of the challenges,” Pallatta
says. Making that change without upsetting
employees “is all about doing the proper
communications,” he says. “You have to go
out to participants and clearly explain why
you are doing this, and what the benefit is
to them.” N
» Judy Ward is a freelance writer who specializes in
writing about retirement plans.

CERTIFIED PLAN FIDUCIARY ADVISER

Take Charge! Win and retain more business for your 401(k) practice.

www.napacpfa.org
You are the most important asset in your business. Completing the
NAPA Certified Plan Fiduciary Adviser Program is an investment in
your practice that will create value for you and your clients.

Certified Plan Fiduciary Advisers are 401(k) Professionals
Consult on plan design
Guide sponsors on administration and compliance
Perform fiduciary adviser practices

Complete education program for just $265.00
Self-paced mobile ready and flexible for busy professionals
Downloadable resources and reference material
Continuing education and updates on regulatory changes

Mark McGrath and his Royal Machines bandmates delivered a high-energy set at the inaugural “NAPA After Dark” event.
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f you ask my three-year-old son
what I do, his response is, ‘Dad
helps people retire,’” explains
Nationwide’s Doug Allen. “Educating people on the brutal reality
and urgency of saving is the core of
what we do. Helping the average
person be able to best be positioned
for retirement is what I enjoy most.
Working with advisors and business
owners to improve their process is a
close second.”
Serving and supporting the nation’s
retirement plan advisors has always been
challenging, but perhaps never so much
as in today’s complex (and, it seems,
constantly shifting) regulatory environment, with fee compression and industry
consolidation thrown in for good measure. And yet, the spirit and commitment
of this year’s class of DC wholesalers —
NAPA’s “Wingmen”— remains undaunted.
For many of this year’s Wingmen,
their focus and commitment started close
to home. MFS Investment Management’s
Christopher Donnager cites the impact
that a “very personal experience with retirement preparedness” involving his family had, and how he has “had the opportunity to experience how education can have
a profound impact on people’s post-retirement lives and dreams.” For BlackRock’s
Amanda Lewis, family was a different kind
of inspiration: “My mom and dad are the

everyday people I aim to help. Blue collar,
no expertise in investing, trusting that their
employer is making good choices for them.
If we can help educate plan sponsors, it
helps everyone get closer to the retirement
they want.”
We asked this year’s Top Wingmen (and
women) to share what they believed to be
the most important aspect of their work.
Not surprisingly, most cited the importance
of supporting advisors.
Transamerica’s Danny Kling explains
it this way: “My primary role is to support
the success of the advisor. Second, since
90% of my day is spent in person with plan
sponsors and prospective clients, it is important for me to help make their plans the
best it can be for their participants. I pride
myself on bringing the latest ‘best practices,’
ideas and solutions to the advisors and their
clients.”
For John Hancock Investments’ Aylmer
Magill it was about “helping advisors understand the differences not the similarities
between products so that they can make
the best informed decision for their clients’
portfolios.”
Corey Pride of J.P. Morgan Asset
Management views that responsibility
personally. “I’m the face of the recordkeeper with the advisor community,”
he explains. “Therefore, my word is of
paramount importance. If you are unsure
of something, it’s better to say ‘I don’t
know’ and then follow up with the right

answer as fast as you can (once you find
out!). As a DC wholesaler (recordkeeping), it’s of utmost importance to me that
the advisors I work with can count on me
for anything (market knowledge, resources, responsiveness, teamwork, etc.). We
truly are ‘wingmen’ in every sense of the
word!”
Danny Kling of Transamerica Retirement Solutions notes, “I do whatever I can
to help advisors obtain new clients, and/
or improve upon their current client’s plan.
Moreover, I help plan sponsors improve
their plans, so that their hard-working
employees have a serious chance of retiring
with dignity and on their own terms. That’s
pretty darn satisfying.”
Kelli Beauregard of Columbia
Threadneedle Investments says, “Not only
do we provide investment information
that speaks to needs of plan sponsors,
but perhaps more importantly we bring
industry insights and perspectives to help
them stay ahead of the constantly changing landscape. Whether it’s understanding
the impacts of coming legislative changes,
identifying additional revenue-producing
services that fit their model, or simply sharing best practices from similarly structured
teams, the most important value I bring to
my clients comes from understanding their
business and sharing the knowledge I gain
from my network and industry involvement.”

Flying High
NAPA is pleased to unveil
our fourth annual list of top DC
wholesalers — a.k.a. “Wingmen”
— for the nation’s retirement
plan advisors.
We call them “Wingmen”
because if they are doing their
job, they have your back —
and this year’s group certainly
fits that bill. Once again, we
received a record number of
nominations (30% higher than
a year ago) — and received a
record number of votes from
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advisors (again, on top of last
year’s record response).
Finalists for this year’s list
of Top 100 DC Wholesalers
were selected based on those
votes cast by several thousand
advisors from a list of nearly
600 wholesalers nominated
by NAPA Firm Partner record
keepers and DCIOs.
With an estimated 1,400 record keeping and DCIO external wholesalers working directly
with advisors, this 2017 Wing-
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men list represents the top 7%
of the industry. In addition to
the Top 100 list, we have also
compiled lists of the top 10 DC
wholesalers in the record keeper and DCIO categories.
Our congratulations to
these Wingmen (and women!),
and the firms that support
them — and our thanks to all of
you who supported this recognition with your votes!
— Nevin E. Adams, JD

But Not Just Advisors
Of course, to do so, those workers need
a plan — and we know that even modestincome workers are 15 times more likely to
save if they have access to a plan at work
than if they don’t. Doubtless, that’s why
Chuck Johnson of Natixis Global Asset Management notes, “I personally feel the most
important aspect of being a DC wholesaler is
to help teach the importance of a successful
retirement plan.”
“Ultimately, our role is about improving outcomes for the working Americans
participating in the plans we support,”
notes Chris Augelli of T. Rowe Price. “The
level of financial literacy, legal savvy and
experience required to be proficient
in this business can be intimidating
for plan sponsors and consultants
alike. Our job is to the help bridge
those gaps and to provide that critical
ongoing support that can help enable
and empower our clients to make the
best decisions possible leveraging best
in class solutions to help fuel the successful outcomes our employees work
so hard to achieve.”
Nationwide’s Kevin Tessmer observes that “too much of our industry
today is focused on funds, fees, fiduciary, and I pride myself on taking a
different approach with my clients, and
helping them develop solutions that truly make a difference in their employees’
retirement outcomes.”
Motivationally Speaking
“You still need to earn it every single
day,” comments Eric Milano, T. Rowe Price.
“The most important thing I have learned
is to not allow that success to make you
complacent or any less enthusiastic than you
once were.”
Dan O’Shea, Columbia Threadneedle
Investments, cautions to “never let your
highs get too high, or your lows get too
low. This is a tough industry. There are
many times, whether it be after a finals
loss or rejection, to let your frustration get
the best of your overall attitude. It also
can be easy to ‘coast’ after a large win.
By keeping a level head, both in the low
times and the high times, it helps provide
a rhythm and level of consistency to be
successful.”

RK

Top 10 Record Keeper Wingmen
Doug Allen
Bradford Boney
Tom Briggs
Shane Dawe

Transamerica Retirement Solutions
Prudential Retirement
Lincoln Financial Group

Adam Johnson

John Hancock Retirement Plan Services

Kris Krikorian
Ted Smith
Scott Ward

IO

John Hancock Retirement Plan Services

Travis Gavinski

Danny Kling

DC

Nationwide Retirement Plans

Transamerica Retirement Solutions
Pentegra Retirement Services
Ascensus
John Hancock Retirement Plan Services

Top 10 DCIO Wingmen
Chris Bilello

Pioneer Investments

Mark Conroy

Legg Mason Global Asset Management

Matt Digan

Legg Mason Global Asset Management

Ryan Fay

John Hancock Investments

Val Ferrara

Galliard

Eric Milano

T. Rowe Price

Keith Neal

MFS Investment Managemen Company

Greg Poplarski
Chris Sleggs
Kevin Tavares

Allianz Global Investors
PIMCO
Fidelity Institutional Asset Management®

Transamerica’s Luke Szafranski says he
looks to “inspire others to do the right thing,
to not do what is easy, but rather what is
good for the plan, good for the participants,
and good for the sponsor.”
For Brian Munn of American Century
Investments, the time he gets to spend in
front of participants and plan sponsors is
the most important and rewarding aspect
of his job. “It is incredibly rewarding when
you see your message hit home with these
individuals,” he says. “I feel fortunate for
each and every day that I have the opportunity to improve outcomes for plan sponsors
and participants and to work with so many
amazing advisors/consultants and other
wholesalers.”
“Although indirect, my motivation
comes from trying to make an impact to
the end user ... the participants in America’s

F A L L

workplace retirement programs,” explains
Franklin Templeton Investments’ Kevin
Murphy. “I try to remember that I’m
having an impact on the average working
American saving for retirement.”
After all, Columbia Threadneedle’s Dan
O’Shea says, “Advisors and DC wholesalers
have the same mission — to help Americans
retire comfortably and successfully.”
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LESSONS LEARNED
We asked our 2017 NAPA DC Wingmen nominees to share the most important thing they have learned in their career. Here’s a sampling:
Doug Allen, Nationwide: “Gratitude. We are

ments: “Be respectful of others. It’s a much

and we can all learn from each other.”

all fortunate to be in this industry. No matter

smaller world than people think. When

what happens with the DOL or winning/losing

possible I try to help my peers/competitors by

sional. Learn to lose gracefully — you can’t

a case, we are lucky. If we were to lose every

sharing best practices and being inclusive.

win them all, and when you do lose, say thank

client or piece of business today and get it all

Having a strong brand in your territory goes

you for the opportunity and try to learn from

back tomorrow, that would be the best day of

beyond just being liked by a few advisors. At

the loss to get better for the next opportunity

our professional lives. Reminding myself to be

the end of the day your reputation and your

to win!”

grateful for this opportunity after 20 years in

relationships are all you have as a wholesaler.”

the financial business is the most important
lesson.”

Timothy Curran, Lincoln Financial Group:

Laura Durkin, Nationwide: “Always be profes-

Ryan Fay, John Hancock Investments: “Deliver value, don’t just show up. The more you

“I’d rather help an advisor connect with a

help and provide value, the sooner you transi-

competitor that has the right solution for his

tion from being a ‘vendor’ to being a ‘partner.’

‘we.’ No role, even such an individualistic one

or her client than try to fit a square peg into a

Understand that the job is never done. Don’t

as an external wholesaler covering a large geo-

round hole. An advisor’s trust is hard to gain

push product, don’t sell the hot idea. This is

graphic territory, ever truly wins or loses based

and easy to lose and I always focus on doing

a repeat business that has an impact on the

solely upon themselves. It’s a collective effort,

what’s right for the advisor and their client.”

everyday person. Bring value and provide tools

Chris Augelli, T. Rowe Price: “The power of

between the broad parent organization and

Shane Dawe, Prudential Retirement: “Like we

the wholesaler, and yes between the clients

teach our kids about friends, surround yourself

and the wholesaler, that ultimately determines

with people you want to be like and people that

Trusting your colleagues, mentors, managers,

success. We win as a team, we lose as a team,

bring out the best in you in all aspects. Work is

peers, partner firms. That is the base to a

but we’re always focused on the collective

much less ‘work’ and much more fun when you

solid and sound relationship.”

good of the team.”

are surrounded by people who are more than

Kelli Beauregard, Columbia Threadneedle

just colleagues but friends.”

for betterment.”
Val Ferrara, Wilmington Trust: “Trust.

Drew Gehring, Lincoln Financial Group: “Be
patient. Be kind. Be honest and follow up is

Investments: “There is always something new to

Christopher Donnager, MFS Investment Man-

learn! In this role, it is easy to get comfortable

agement: “We get better together. No one does

with the job we do every day. When you are dis-

it all by themselves and there’s no end to being

cussing the same strategies and industry trends

better. I’ve spent nearly 20 years in the financial

with the same clients day after day, there is a

services business, 14 of them wholesaling and

“Don’t overcomplicate the complicated! If you

risk of falling into a rhythm that can quickly

I am always learning. There is no point that

can connect with someone on a very basic

put you at the end of the pack. This industry

you feel like you’ve completely mastered it.

level, then they are more likely to understand

is constantly changing and there is always an

It’s a wonderful challenge to wake up to each

you which is the foundation of trust. People

emerging trend, competitor, client, or idea that

morning!”

tend to do business with people they know,

is worth learning about to make sure you are
seen as a leader in the DCIO space.”
Bryan Bracchi, Franklin Templeton Invest-

Jim Dowling, Fidelity Institutional Asset

the most important quality as a wholesaler.”
Greg Handrahan, AB: “Don’t give up, don’t
ever give up.”
Bryson Hopkins, Lincoln Financial Group:

like and trust. Once they know, understand

Management: “The longer I work in this in-

and trust you, it’s only a matter of finding

dustry the more I understand how much more

some business to do together.”

ments: “Be an honest and trustworthy sales

there is to learn. In order to elevate ourselves

person. If you don’t know the answer, tell

and our advisors’ practices, we have to con-

“Be honest with your partners and clients, if it

them you don’t and get them an answer. If

tinue to elevate our knowledge and execution.

is not a fit, it is not a fit!”

you don’t have a product that fits what some-

With continued competition in the space it’s

one is looking for, be honest and refer them to

imperative to evolve your wholesaling activ-

interests of our clients first. This unwavering

someone that does.”

ities to better fit the needs of the advisors. I

approach to adviser and client engagement

Tom Briggs, Transamerica Retirement Solu-

Ken Jackson, Pentegra Retirement Services:

Steven Krauszer, Invesco: “Always put the

also think it’s important to learn from both

has allowed me to build trust and true

tions: “Let the client do most of the talking.”

your teammates and also your competition.

partnerships with advisers and RIAs in my

Clayton Collins, American Century Invest-

There is no shortage of talent in this space
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Continued on p.50

2017 NAPA DC WINGMEN
CONGRATULATIONS TO TAYLOR PLUSS,
RETIREMENT DIRECTOR

Wingmen are there when you need them most. At Janus Henderson
Investors, we’re committed to putting our clients first in the sharing of
expert insight for better investment and business decisions. We call
this ethos Knowledge. Shared.
Our Retirement Strategy Group provides coaching and support
through a wide range of resources, including strategies on how to
utilize our investment expertise in retirement accounts, industry and
regulatory reconnaissance, and sales and marketing tools that enhance
plan sponsor, sales team, participant and investor eﬀectiveness.

For more information on our DC resources,
visit janushenderson.com/DC.

Janus Henderson is a trademark of Janus Henderson Investors. © Janus Henderson Investors. The name Janus Henderson Investors includes HGI Group Limited, Henderson Global Investors (Brand
Management) Sarl and Janus International Holding LLC.
C-0917-12226 08-30-18

166-41-412226 09-17
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Mathew Abraham
RK

Doug Allen

Nationwide

Omar Aridi

Pentegra Retirement Services

Chris Augelli
Stephen Bae
Staci Baker
Matthew Beaulieu
Kelli Beauregard

Franklin Templeton Investments
Columbia Threadneedle Investments

Chris Bilello

Pioneer Investments

RK

Bradford Boney

Tom Briggs

RK

John Brown

IO

RK

Franklin Templeton Investments
Transamerica Retirement Solutions
Invesco

Brett Burkhalter

CarillonTower

Zach Carstensen

John Hancock Retirement Plan Services

Bruce Cobey

John Hancock Retirement Plan Services

Mark Conroy

American Century Investments
Legg Mason Global Asset Management

Robert Cruz

Allianz Global Investors

Tim Curran

Lincoln Financial Group

Shane Dawe
Matt Digan

IO

IO

Nationwide

Transamerica

DC

DC

John Hancock Retirement Plan Services

Rachael Brumund

Clayton Collins
DC

T H E

JP Morgan

IO

Bryan Bracchi

N E T

Fidelity Workplace Investing

Victory Capital

Sally Bowen

N A P A

T. Rowe Price

Andy Beck
DC
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Prudential Retirement
Legg Mason Global Asset Management

RK

TOP 10 RK WINGMEN
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Bradford Boney
Regional Vice President
Southeast Division

COMMITTED TO HELPING
ADVISORS BUILD, MANAGE
AND GROW THEIR BUSINESS

Zach Carstensen
Regional Vice President
Pacific Coast Division

Bruce Cobey
Regional Vice President
Southeast Division

– AND IT SHOWS!

Ryan Hines

10
TO
P

Congratulations to our 12
NAPA Top 100 DC Wingmen winners for 2017!

Regional Vice President
Northeast Division

Adam Johnson

Thanks to the votes of America’s advisors,
more John Hancock recordkeeping wholesalers were named to
NAPA’s Top 100 DC Wholesaler list than any other recordkeeper*

Regional Vice President
Central Division

Michael Johnson
Regional Vice President
Southeast Division

Chris McDavid

EXPERIENCE THE JOHN HANCOCK DIFFERENCE

Regional Vice President
Pacific Coast Division

From start-ups to larger, more complex plans, we have
a solution that can fit your client’s unique goals and challenges.
Visit buildyour401kbusiness.com to connect
with a John Hancock Representative in your region.

John Robertson
Regional Vice President
Central Division

Edward
Thurmond

TO
P

10

Regional Vice President
Southeast Division

Scott Ward
Regional Vice President
Northeast Division

Scott Zeleznik
Regional Vice President
Metro Division

*Based on the recordkeeper affiliations cited on the list of Top 100 DC wholesalers,
American Retirement Association, September 2017.”
John Hancock Life Insurance Company (U.S.A.), John Hancock Life Insurance Company of New York, and John Hancock
Retirement Plan Services, LLC are collectively referred to as ”John Hancock”.
John Hancock Retirement Plan Services, LLC, Boston, MA 02210
NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED
©2017 All rights reserved. MGR082817394143

Dan Zibaitis
Regional Vice President
Norththeast Division
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Chris Donnager
Jim Dowling
Robert Duffey
Laura Durkin
Allen Ehling
Todd Engman
DC

Ryan Fay

DC

Val Ferrara

IO

IO

Mike Flahaven
RK

Trey Higgins
Ryan Hines
Bryson Hopkins

T H E

John Hancock Investments
Wilmington Trust
The Standard

American Century Investments
Prudential Retirement
AB
Deutsche Asset Management
Fidelity Workplace Investing
John Hancock Retirement Plan Services
Lincoln Financial Group
Pentegra Retirement Services

Troy Jackson

Ameritas

Adam Johnson

MFS Investment Management
John Hancock Retirement Plan Services

Charles Johnson

Natixis Global Asset Mgmt

Michael Johnson

John Hancock Retirement Plan Services

Matt Kasa

N E T

Lincoln Financial Group

Ken Jackson

John Jessee

N A P A

T. Rowe Price

Lincoln Financial Group

Tim Harkleroad
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Nationwide

Drew Gehring

Greg Handrahan

IO

OppenheimerFunds

Lincoln Financial Group

Matthew Grandonico

DC

Fidelity Institutional Asset Management®

Travis Gavinski

Glenn Godin

RK

MFS Investment Management

TOP 10 DCIO WINGMEN
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Nuveen

RK

TOP 10 RK WINGMEN

IT’S NOT ALWAYS
LONELY AT THE TOP
Congratulations to all three of our sales directors recognized
by NAPA for their contributions to the success of retirement
advisors. We would also like to thank the advisors who placed
their confidence in our retirement team.

2017
Matt Digan
Northeast region

Top 10

Top 100 Wingmen
Award Recipients

Nancy Tassiello
Mid-Atlantic region

Mark Conroy
Southeast region

Top 10

Learn about how Legg Mason can help your practice. Call 1-866-807-0886.

* Over 6,000 financial advisors were surveyed by NAPA and asked to select the industry’s top wholesalers. Through the survey, three Legg Mason DCIO sales directors received
votes from a portion of these advisors in order to qualify for this year’s top 100 Wingmen list.
© 2017 Legg Mason Investor Services, LLC, member FINRA, SIPC. Legg Mason Investor Services, LLC is a subsidiary of Legg Mason, Inc. NAPA (National Association of Plan
Advisors) is not affiliated with Legg Mason. 753960 ADVR301076 9/17
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Jae Kim
RK

Danny Kling
Michael Konet
Steve Krauszer

RK

Kris Krikorian
Amanda Lewis

Fidelity Institutional Asset Management®

Chris McDavid

John Hancock Retirement Plan Services

Eric Milano

Kevin Morgan

Ascensus
Ameritas
JP Morgan

Kevin Murphy

Franklin Templeton Investments

Keith Neal
Dan O'Shea
Debbie Ozee
Jeff Paguirigan
Taylor Pluss
Greg Poplarski
Corey Pride
Stewart Rauchman

T H E

T. Rowe Price

American Century Investments

IO

N E T

Nationwide

Brian Munn

DC

N A P A

BlackRock

Mike Manosh

Steve Mise
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Pentegra Retirement Services

BlackRock

Nancy Miranda

IO

Invesco

Chris Mango

IO

DC

Transamerica

John Hancock Investments

DC

IO

Transamerica Retirement Solutions

Aylmer Magill

Jonas Merk

DC

Neuberger Berman

TOP 10 DCIO WINGMEN

M A G A Z I N E

MFS Investment Management
Columbia Threadneedle Investments
Prudential Retirement
BlackRock
Janus Henderson Investors
Allianz Global Investors
JP Morgan
Lincoln Financial Group

RK

TOP 10 RK WINGMEN

LIFE

INCOME

RETIREMENT

EMPLOYEE BENEFITS

ADVICE

We put people first
Lincoln Financial congratulates our nine Wingman winners, each recognized as a Top Industry Wholesaler by NAPA Net
the Magazine. We applaud your hard work, focus and dedication. You do extraordinary things to aid advisors in serving
their clients with retirement solutions that help employees provide security for themselves and their families. That’s
the responsibility of love, and Lincoln supports and celebrates your efforts to help the people who matter most.
To learn more about Lincoln Financial, please visit LincolnFinancial.com.

This is what you do
for people you love.

Winners
Mathew Abraham
Tim Curran
Todd Engman
Travis Gavinski
Drew Gehring
Bryson Hopkins
Stewart Rauchman
Steve Richer
Donny Sheinwald

IN
E. PA
ND, SD, MN
WI
N. GA, S. SC
NC, N. SC
NYC
S. IL, KS, MO
N. NJ

LincolnFinancial.com/Love
Lincoln Financial Group is the marketing name for Lincoln National Corporation and insurance company affiliates, including The Lincoln National Life Insurance Company, Fort Wayne, IN, and Lincoln Life & Annuity Company of New York, Syracuse, NY. Variable products
distributed by broker-dealer/affiliate. Lincoln Financial Distributors, Inc., Radnor, PA. Securities and investment advisory services offered through other affiliates. © 2017 Lincoln National Corporation. LCN-1887056-090117.
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Steve Richer
Scott Riethman
John R. Robertson
Mike Rock

DC

IO

Lincoln Financial Group

John Shrewsbury

Federated Investors

Chris Sleggs

PIMCO

Jay Slusher

PIMCO

Ted Smith

Ascensus

Matt Spicer

Ascensus

Luke Szafranski
Nancy Tassiello
Kevin Tavares
Kevin Tessmer
Edward Thurmond
Bill Vassas
Scott Ward

RK

Jonathan Wilkinson
Michael Wyant
Paul Yossem

IO
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OppenheimerFunds

Donny Sheinwald

Phil Stewart

DC

John Hancock Retirement Plan Services

Ameritas

Mike Staples

IO

Nationwide

David Schlageter

RK

DC

Lincoln Financial Group

OppenheimerFunds
MFS Investment Management
Transamerica
Legg Mason Global Asset Management
Fidelity Institutional Asset Management®
Nationwide
John Hancock Retirement Plan Services
Nationwide
John Hancock Retirement Plan Services
T. Rowe Price
Pentegra Retirement Services
Nationwide

Scott Zeleznik

John Hancock Retirement Plan Services

Dan Zibaitis

John Hancock Retirement Plan Services

TOP 10 DCIO WINGMEN

M A G A Z I N E

RK

TOP 10 RK WINGMEN

Congratulations to T. Rowe Price’s

TOP 100 DC
WHOLESALER WINNERS

Defined Contribution Investment-Only Regional Sales Consultants

Chris
Augelli

Mid-Atlantic
Region

Cell: 410.458.7137
Chris_Augelli@troweprice.com

21 years in the financial
services industry

Eric
Milano, QPFC

Midwest
Region

Cell: 410.741.9221
Eric_Milano@troweprice.com

13 years in the financial
services industry

Jonathan
Wilkinson

NY/NJ Metro
Region

Cell: 908.200.9960
Jonathan_Wilkinson@troweprice.com

18 years in the financial
services industry

Visit troweprice.com/intermediaries and let us help you stay ahead of trends, build your book,
and strengthen your existing relationships. Clients first, always.
T. Rowe Price Investment Services, Inc.
C10P2Y6YR
2017-249994

Lessons Learned (from p.40)

play these characteristics. I feel strongly that

keep learning. Say please and thank you. By

if you do these things, remain a student of the

doing these three things, you never have to

territory, when so many of my competitors are

industry and work hard to make others around

sell anything.”

still ‘pushing product.’”

you better, success is sure to follow.”

Kris Krikorian, Pentegra Retirement Services: “In sales you have your ups and downs.
Keep the faith and having strong meeting

Kevin Murphy, Franklin Templeton Investments: “Reputation is everything.”
Keith Neal, MFS Investment Management:

David Schlageter, Ameritas: “Nobody likes
surprises. Over-communicate.”
Donny Sheinwald, Lincoln Financial Group:
“Be good to everyone and do the best you can

numbers will eventually produce results.

“Listen and learn more, talk less. Always be

Also, once you are established be picky about

client-centric (every meeting is more about

whom you devote your time to and do more

them than whatever agenda I may have had in

utmost respect. If you show them that you

segmentation.”

my mind).”

value the relationship by being responsive and

Amanda Lewis, BlackRock: “Keep showing

Dan O’Shea, Columbia Threadneedle: “Nev-

for the best and worst advisors.”
Jay Slusher, PIMCO: “Treat people with the

taking their requests seriously, they will in

up. We are beyond lucky to do what we do.

er let your highs get too high, or your lows get

turn be more apt to look to you for their busi-

But it takes work. And if we keep doing the

too low.”

ness. There are no shortage of great invest-

work, being the resource advisors need, with
quality products, the sales will come.”
Aylmer Magill, John Hancock Investments:

Debbie Ozee, Prudential Retirement: “Don’t
be self-serving. Generosity breeds generosity.”
Jeffrey Paguirigan, BlackRock: “Listen. It’s

“Take a genuine interest in your client’s

not about what you know or making sure your

practice/business and share with them ideas

audience knows how smart you are. Listen to

that can help them be more successful. Your

what your clients and prospects are telling you

success will follow.”

about themselves, their challenges, etc. Then

Michel Manosh, Fidelity Institutional Asset
Management: “You don’t know what you don’t

let’s talk about how we can help.”
Taylor Pluss, Janus Henderson Investors: “Don’t

know and as a result there are always learning

burn any bridges. This is a very small industry,

opportunities.”

be kind and help others because you never know

Jonas Merk, Nationwide: “Relationships
are the cornerstone of being successful. In
an environment of fee compression and the

ment firms out there. The way to stand out is
to understand that each individual and the
way we handle ourselves is a reflection of our
firm and can/will be the true differentiator.”
Ted Smith, Ascensus: “Always put the
client’s interest first.”
Phil Stewart, MFS Investment Management:
“Be patient and humble, focus on helping
our partners grow and improve while being a
trusted source of insight for your clients.”
Luke Szafranski, Transamerica: “We all

when you might need them or when they might

know the saying ‘control what you can control’

show up as your colleague or boss.”

but as an elite wholesaler it goes beyond that.

Corey Pride, JP Morgan Asset Management:

It involved controlling what you can control

race to zero, in the end its about building

“Follow-up is everything! If you say you are go-

but also helping manage the situations and

lasting relationship with advisers and clients

ing to do something, do it! Be accountable. This

realities other people face and make the

alike, and being accountable and trustworthy.

is the basis for trust in any relationship but es-

most of them. This business is not perfect

Products will change, IT (technology) will

pecially in our industry. It surprises me how this

and while we would like to think all plans go

get better, but in the end if you don’t help to

simple concept is lost on many business people.

smooth 100% of the time, they don’t. That

build a successful business with your clients

It’s a marathon; not a sprint and sometimes you

is where the bad from the good to the great

you are in the wrong profession....”

have to take the long view when competing on

wholesalers make a difference.”

Eric Milano, T. Rowe Price: “You still need
to earn it every single day.”
Brian Munn, American Century Investments:

opportunities for the sake of preserving relation-

Kevin Tavares, Fidelity Institutional Asset

ships. No deal is worth destroying a relationship

Management: “Be flexible, i.e., ‘bend don’t

that you’ve worked hard to develop and build

break,’ and have a never-quit attitude. Some-

“People matter. Treat others as you would like

trust in. Never pass up the opportunity to thank

times I find I just need to ‘grind it out.’ Set

to yourself to be treated. It is the Golden Rule

advisors and their clients for providing the plans

one more appointment, send one more email,

for a reason. Our business is truly a people

they do to their employees. The private DC re-

make one more phone call. Keep moving

business and I have learned the importance

tirement system is the foundation of retirement

forward.”

over the years of simply doing what you say

in our country. We all have a stake in improving

you are going to do, being reliable and being

it every chance we get.”

punctual. Nothing is more frustrating that
dealing with a ‘professional’ that does not dis-
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Scott Riethman, Nationwide: “Do what you
say you’re going to do. Knowledge is key...
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WE’RE COMMITTED
TO THE DC MARKET.
AND IT SHOWS.
Congratulations to our three team members selected
to this year’s list of “Top 100 DC Wholesalers.”
This recognition shows our DC Specialist Team’s
deep commitment to serving the needs of plan sponsors
and advisors.

Matt Beaulieu

Bryan Bracchi

Kevin Murphy

WEST

SOUTH CENTRAL

MID-ATLANTIC/NY METRO

Find a Franklin Templeton DC specialist
in your area at franklintempleton.com/dcmap

© 2017 Franklin Templeton Distributors, Inc. All rights reserved.
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‘RUES’ OF THE ROAD

Nominees for this year’s NAPA Top DC
Wholesalers were generous with their time
and insights in responding to our nomination
questionnaire, but perhaps nowhere so much as
in their response to a simple, but challenging
question: What’s the hardest part of your job?
The following are direct quotes, unattributed in the interest of protecting the privacy
of those who were so open in sharing these
insights.
Travel and time away from home was perhaps the most
consistent challenge cited.
The travel... especially now that I am old.
Travel — particularly air travel. But if
you keep low expectations, you’re disappointed far less. The job itself is very rewarding.
The fact that I have to leave my wife
and three kids and travel within my 11-state
territory.
It’s a demanding job — the travel and the
intensity comes at a sacrifice to family time. I
have three young children and they miss their
dad when I travel (and I sure miss them too
— now than ever).
For me, the hardest thing about my job is
being away from my family when I’m travelling throughout my 9-state territory.
Being away from my family. Balancing
raising a family and continuously improving
as a professional.
Travel from our family. I support a large
geographic territory that requires extensive
travel away from my two young children.
Maintaining a work/life balance that
both allows me to continue to impact the
advisors in my territory as well as ensure
my wife and three children are receiving the
attention from me they deserve.
I would say the hardest part of my job
is the balance it takes to do everything. Being
a husband and a father first and trying to
balance the busy work travel schedule is a
definite challenge.
I’ve been reasonably successful as a
wholesaler but it is a challenge to meet the
demands of the job and be a good husband
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and father of three young kids.
The travel schedule that keeps me away
from my family — on average 3-4 nights
away per week.
For some it was the scheduling and balancing that time
out of the office…
Advisors not allowing me to help them
or give me an appointment.
Working 3-4 weeks in advance to keep my
calendar full of advisor and client meetings!
Scheduling time to see all the great advisors I work with.
Staying relevant without stalking, and
at the same time giving space without being
forgotten.
Scheduling — we spend a great deal of
time scheduling to get in front of advisors. I
enjoy the face to face interaction, not so much
the hours spent coordinating to get there!
Scheduling! There are so many of us calling on the top folks. Also, bringing something
of value to every meeting. It can be a challenge when you work with such top-notch
advisors. There isn’t much out there that they
haven’t already seen.
Calling for appointments and of course,
losing.
And there were, of course, other challenges that came
with being on the road…
Remembering my hotel room number.
Keeping all my suits clean, and maintaining my status with American Airlines and
Marriott!!
Doing laundry! When you’re on the road
every week, and on the weekends, want to see
your friends, and during the week hosting clients; It’s hard to find time for the little things.
There were the inevitable frustrations associated with
selling.
Patience. While we know what we are
doing may be best for the client and would like
it to happen right away, good things take time.
Keeping emotions in check. Retirement
plans have a long sales cycle and a lot of
variables go into plan sponsor’s decisions. It

M A G A Z I N E

is easy to get frustrated or too excited during
the sales process.
Earning the next meeting. In some ways,
earning the next meeting is the job.
The hardest part of my job is knowing
what my limits are in each day — this helps
to not overpromise to my advisors, be on time
to each meeting and most importantly achieve
a reasonable work-life balance so that I can
succeed with having longevity doing what I
love to do as a DCIO wholesaler.
Always being plugged in, you never
know when a client may need something or
have an issue that needs addressing.
You cannot be all things to all people.
You must prioritize the things and people
that are most important to achieving your
goals and make sure you deliver for those
individuals while continuing to manage other
demands on time/travel.
By far, the hardest part of my job is juggling all the things that are thrown at me in a
given day. My “job” is to sell plans, but I also
have to serve those plans on an ongoing basis,
deal with operational issues, coordinate with
service providers, respond to emails, texts, and
phone calls, etc.... As far as our clients know, I
am (XYZ), and that can be quite challenging.
But there was also a common sense that the demands
of the job itself kept even the most dedicated wholesaler
from doing what they really wanted to spend time doing.
Getting adequate quality face-time with
my key advisers so that we can both take a
step back from the normal day-to-day duties
and focus on longer term growth strategies
for their practice.
The extremely low expectations of
wholesalers set back those of us trying to
challenge those expectations and excel.
I could work 18 hours a day and still not
accomplish everything and see everyone I’d
like to.
Being everywhere all at once. Making
your presence felt consistently when you
cover a big footprint.
Not being everywhere at the same time.
Scheduling — sometimes I feel like I need

Congratulations to

Ameritas’ Top Wingmen

David Schlageter

Georgia, Alabama,
Florida

678-371-2047
dschlageter@ameritas.com

25 years of qualified
retirement plan experience

Troy Jackson

Carolinas, Virginia

919-271-1235
troy.jackson@ameritas.com

34 years of qualified
retirement plan experience

Steve Mise

Texas, Louisiana

210-952-9754
steve.mise@ameritas.com

33 years of qualified
retirement plan experience

Ameritas wholesalers have always been committed to the business owner and the qualified retirement
plan market. Lean on their experience by going to Ameritas.com and “Retirement Plans” to connect.

This information is provided by Ameritas®, which is a marketing name for subsidiaries of Ameritas Mutual Holding Company, including, but not limited to: Ameritas Life Insurance Corp.,
5900 O Street, Lincoln, Nebraska 68510; Ameritas Life Insurance Corp. of New York, (licensed in New York) 1350 Broadway, Suite 2201, New York, New York 10018; and Ameritas
Investment Corp., member FINRA/SIPC. Each company is solely responsible for its own financial condition and contractual obligations. Ameritas® life insurance companies are not
fiduciaries under the federal Employee Retirement Income Security Act or Internal Revenue Code Section 4975. For more information about Ameritas®, visit ameritas.com.
Ameritas® and the bison design are registered service marks of Ameritas Life Insurance Corp. Fulfilling life® is a registered service mark of affiliate Ameritas Holding Company.
© 2017 Ameritas Mutual Holding Company
RP 3111 9-17
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to clone myself.
Getting to all the opportunities. There is
so much need and opportunity everywhere —
for better education, better products, better
design, better access... the hardest part is
pacing yourself in prioritizing and addressing
all that abundant opportunity, knowing there
is always so much more to be done.
For some it was the waiting…
Overcoming inertia. Advisors, plan
sponsors, committees — many don’t want to
“upset the apple cart” and trying to convince
them to think outside the box for the good of
the participant can be challenging.
Waiting. In this industry, waiting for a
decision can be incredibly challenging — especially after investing months of hard work and
often times sacrificing family time to ensure I
have exceeded my advisor and/or client needs.
Staying patient with new business opportunities.
Getting the first meeting with someone
who doesn’t know me yet. It’s much easier
now than it was when I first started, but it can
always be a challenge.
When a prospective client makes a
decision based solely upon low costs, and not
quality.
Not letting outside forces deter you from
helping others and continuing to provide
value to your clients. The rules are continually
changing and each BD has its own rules. We
have to be compliant and carry ourselves with
the highest standards so keeping up on this
can be a real challenge for such a fast pace
job we have.
Being patient! For assets to hit, for employers to make decisions, for advisors who
refuse to see you... etc., etc.
And for some — well, yes, it was the home office.
Conveying to our management what we
do in the field.
Navigating through the corporate politics. Putting my head down so to speak and
continuing to put the client first while company politics may try to prevent that.
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Starting at zero in January and ever-increasing goals. Also, having to sell much
more than when I started in a space that has
become very competitive.
Respectfully challenging those that have
differing opinions and knowing that my
point of view may not always be shared by
others.
Provoking my company to develop new
and innovative tools that enable us to be
unique consultative partners with advisors.
There were, of course, the things that just come with
doing the job…
Constantly justifying our role as additive
to advisor/consultants’ businesses.
Advisors not allowing me to help them
or give me an appointment.
Helping clients and advisors navigate the
many pitfalls and “hidden” fees not outlined
on our competitors’ disclosures and new plan
proposals. Transparency is a huge issue in the
retirement plan space.
Differentiation! Adding value in a mature
industry with lots of competition is extremely
challenging.
Getting fired from an investment mandate and having to apologize to a client if my
firm and I let them down.
Constantly changing legislation and
regulations make it interesting.
Getting advisors to look beyond the basis
points but striving to accomplish this.
Separating yourself from the pack.
Anyone can show up and deliver a fact
sheet, but how do you deliver something
and create enough value to be invited back
again? This is the toughest part of the job
and the most satisfying.
Finding new qualified advisors to partner
with as the new DOL regulations are making
broker dealers shorten their list of approved
vendors.
Building a relationship takes years to
develop that understanding and trust with
my advisors. Competition is trying to do
the same thing. I can establish value and
pricing, but too often some plan sponsors
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believe that lowest cost is the best without
fully understanding value.
And, oh yes — when all that preparation, work, and
travel isn’t enough…
Sometimes not winning
I believe XYZ has some of best investment
solutions out there and when we get placed I
feel great. However, I do hear “No” often.
Losing a deal when I know our product
is the best fit for a plan sponsor and their
employees.
Dealing with the race to zero in terms of
fees everyone is playing...
Continuing to differentiate myself from
my competition, and making sure my time
with advisors is valuable through their eyes.
Legislative environment here lately as
well as price and fee compression. Everyone
wants more for less.
Losing. No one likes to be told, “Thank
you, but we went with another provider.” I
have tried to take each “No” as path to progress and growth. Learn the why, and integrate
in my future presentations.
The daily grind. We hear “No” a lot,
fighting through and persevering so you can
put your best effort forward for next opportunity is a daily battle.
And yet, despite those challenges, there was a persistent sense of dedication — of commitment not only
to their jobs — but of the importance of that job.
The hardest part of the job is not being
able to help more people.
This is a job? I’m having way too much
fun for this to be work.
I feel so blessed to be in this field, I wish
there would be more I could do to help people prepare for retirement.
I love what I do. I love working with advisors. I love my family. If I can help someone
achieve a dream, keep a promise, make someone else’s life better with the work I do while
away from family, then it is all worth it.
Thanks to all the “Wingmen” out there…

Proud to be recognized
for putting plan advisors
and their clients first
As an investment firm, upholding the proud tradition of John Hancock comes down to one thing—
putting investors first.
Supporting plan advisors dedicated to helping sponsors and their participants is our reward:
We believe that if you’re successful, then we will be successful. That’s why we value the recognition
you’ve bestowed on our dedicated DCIO specialists.
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Well(th) Management

Getting beyond the “buzz” about financial wellness.
BY JUDY WARD
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t 401k Advisors Intermountain,
financial wellness has become an
integral part of the practice over the
past 8 to 10 years, says Brady Dall,
executive vice president at the Salt
Lake City, Utah-based advisory firm.
“In most cases, we are partnering
with a financial wellness provider on
these programs,” he says. “But the
client is really seeing us as its ‘Financial Wellness Director.’”
A “financial wellness program”
can mean many different things, from simply
providing access to an off-the-shelf budgeting tool to designing a multi-year program
customized for a specific employee group.
As 401k Advisors Intermountain has gained
expertise, it now can guide employers in
putting together and running a strategic
financial wellness program. “As experts in
this area, we can show them, ‘Here’s what
the most successful employers are doing with
their programs,’” Dall says. The advisory firm
counsels employers in setting program goals
to meet their strategic objectives, connects
them to a good financial wellness vendor
fit, handles much of the program’s onsite
employee education, and helps employers
interpret data on program results and make
adjustments.
Many employers seem ready to transition from piecemeal financial wellness
efforts to a more strategic program. Research
released in January 2017 by benefits outsourcer Aon Hewitt — now Alight Solutions
— found 92% of 236 DC plan sponsors
saying they likely would focus on employees’
financial wellness beyond just retirement savings in 2017. “In that survey we also asked
employers, ‘Do you have a financial wellness
strategy, or are you piecing this program
together?’” says Rob Austin, director of
research at Alight. “Only 7% have a strategy
now and have fully executed on it. Forty-nine
percent of employers told us that they are in
the process of creating a strategy, and 16%
say they have a strategy that they are in the
process of executing.” The remaining 28%
said they don’t have a financial wellness strategy yet — and nearly two-thirds (62%) of
the employers responding to that survey had
more than $1 billion in plan assets.
Employers’ growing desire to develop a
strategic financial wellness program comes as
plan advisors need to evolve their practices to

If an advisor’s practice
is automatic enrollment,
auto escalation, and
defaulting participants
into target date funds,
what is it that they’re
doing anymore?”
— Bill Chetney,
GRP Advisor Alliance

continue demonstrating their value in an environment of fee compression, says Bill Chetney, founder of GRP Advisor Alliance. “If an
advisor’s practice is automatic enrollment,
auto escalation, and defaulting participants
into target date funds, what is it that they’re
doing anymore?” he says. He adds that focusing more on helping participants improve
their broader financial situation, so they can
save more for retirement, can demonstrate
an advisor’s value. “And it’s not just from the
standpoint of self-interest as a business practice, but ‘What’s actually needed?’” he says.
“What’s the next thing to help participants?”
Decisions, Decisions
Barbara Delaney has integrated
financial wellness into her plan advisory
practice for three years now. “We see it as
a better way to provide financial education
to participants, a more meaningful way
to deliver better outcomes,” says Delaney,
principal at StoneStreet Advisor Group,
LLC in Pearl River, NY. Doing traditional
enrollment meetings and talking a lot about
investments “became very old,” she says.
“You lose your audience when you do that,
because in reality, everybody has different
financial issues and concerns. You need to
engage people in something that is really
meaningful to them.”
Plan advisors should make a strategic
decision about how much they want to get
involved in financial wellness, recommends Liz
Davidson, CEO of financial education provider Financial Finesse, Inc. Realistically, she
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says, some plan advisors do not want to get
involved at all. “Others have what I’d call
a ‘defensive’ strategy: They say, ‘Let’s make
sure we know enough to talk to clients
about this, and do an RFP,’” she says.
“There are some advisors who have
what I’d call an ‘offensive’ strategy: They
say, ‘We want to make this part of our
business, and invest in our own learning
on the financial wellness market,’” Davidson continues. “And then a few leading-edge advisory firms are what I’d call
‘visionary’: They say, ‘We want to lead the
market in this area, and find new ways to
implement these programs successfully.’”
How genuinely motivated an advisor
feels by a mission to improve financial
wellness plays a big part in making this
business decision, given the amount of
time and effort involved, Davidson says.
“The right choice for an advisor depends
on the DNA of your firm, and your
passions,” she says. “If you are not truly
passionate about financial wellness, don’t
try to be a ‘visionary.’ If you are kind of,
‘Ugh, I have to do this,’ maybe you should
take a more ‘defensive’ position.”
Plan advisors who want to develop
financial wellness as an important part of
their practice should begin by educating
themselves on these programs, Chetney
says. “The starting point is for advisors
to understand what is creating success
for these programs,” he says. “Without
the experience of success demonstrated
for them, employers don’t know how to
implement these programs.”
Michael Kane has made financial
wellness an important part of his plan
advisory practice, and he says advisors
who want to do the same need to start by
taking the time to truly understand these
programs. “There’s often ignorance and
a lack of education on these programs
among advisors,” says Kane, managing
director of Atlanta-based Plan Sponsor
Consultants. “I can’t tell you how many
plan sponsors our team sees every year
that, when we ask, ‘Are you interested in
financial wellness?’ they say ‘Yes.’ But they
don’t know what goes into doing an effective program. So the advisor who understands the best practices is an important
ingredient to successfully implementing a
financial wellness program.”
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Interested advisors also need to decide
if they’ll build full capabilities in-house
or do part of the work and partner with a
third-party provider or wellness specialist
for the rest.
“The bigger teams are going to do it
all,” says Jania Stout, managing director
and co-founder at HighTower Fiduciary
Plan Advisors in Owings Mills, MD. “If
you are a small shop, you probably don’t
have the bandwidth to handle an entire
financial wellness program yourself.”
HighTower plays a major role in its plan
clients’ financial wellness programs, and
Stout says that changes the way an advisory
firm structures its teams. “We already have
hired two staff members dedicated to this
type of work, and we call them ‘Participant
Success Advisors,’” she says. HighTower has
encountered challenges finding new hires
who both excel at participant education and
who have in-depth expertise in financial-literacy issues plus retirement plans. “There are
not a lot of people who have that knowledge, and are looking for a job to go around
and do education full time. The people with
that level of knowledge tend to be financial
advisors with their own book of business,”
she says. “What we’ve found is that we need
to find the right people first, and then we’ll
get them the right education to be able to
deliver the financial wellness program to
participants.”
Financial wellness specialists are a hot
commodity at plan advisory firms these
days, Chetney says. “It’s the fastest-growing
benefit program in the United States. We’ve
got more than 125 practices and more than
350 advisors at GRP, and the No. 1 hire

The right choice for an
advisor depends on the
DNA of your firm, and
your passions. If you
are not truly passionate
about financial
wellness, don’t try to be
a ‘visionary. ”
— Liz Davidson,
Financial Finesse, Inc.

they are making right now is financial wellness program managers.”
Plan advisors also need a good feel for
which employer clients to approach about
doing a strategic financial wellness program.
“Here’s my thesis,” Kane says. “The employers that embrace financial wellness are
the same ones that embrace health wellness,
and they have high degrees of participation
in their health wellness program. They also
have a paternalistic attitude toward their
employees, as demonstrated by a generous
401(k) match. So we’re talking about maybe
40% of employers that would embrace a
formalized financial wellness program.”
Employers’ willingness stems largely
from their culture, Stout says. “Some employers will never consider doing a strategic

Obstacle “Causes”
Obstacles to offering financial wellness
43%

Didn’t think about it

37%

Benefits don’t outweigh the costs

33%

Not a company priority

32%

Not enough staff/resources to support it

18%

Don’t know the benefits

Source: Charles Schwab survey of 302 corporate executives
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financial wellness program. They’ll tend to
go with the ‘free’ solution from a provider.
Then they can tell new hires that they have
the program,” she says, noting that her
firm has one client that is spending close to
$100,000 a year on its financial wellness
program. “Ask yourself, ‘Is this employer
interested in doing a program just to say it
has the program, to ‘check a box,’ or does
the employer really want to make a difference in its employees’ lives?’”
How to Add Value
Where can you add value to a financial
wellness program? Sources point to these areas:
Data Mine to Uncover Needs
Start by studying employee data, including 401(k) loan patterns as well as projections
on the retirement income-replacement gaps
for a plan’s participants. Davidson suggests
that advisors also look at health savings account (HSA) utilization — both participation
rates and how many spend versus save the
balance.
Additionally, get data on how many
employees have asked for an advance on
their pay, or gotten wage garnishments. And
look at absenteeism trends, especially among
lower-paid employees. “These are the markers
of financial stress,” she says.
At this beginning stage, Davidson also
recommends asking employees to do a brief
financial wellness self-assessment survey. “We
know the issues employees have from looking at the benefits data, but we don’t know
the why,” she says. “Maybe an employee is
taking plan loans because he or she doesn’t
have an emergency savings fund.”
The Financial Finesse financial wellness
assessment, which takes about five minutes
to complete, helps uncover those kinds of
issues. The survey asks questions about an
employee’s financial priorities, financial
habits and financial stress levels. “From
there, we consolidate all the information
into a report for the employer that breaks
down the results by employee demographics, and identifies the key next steps that
each of those demographic groups needs to
take,” Davidson says. “Then an employer
can structure its financial wellness campaign,
and focus its efforts on the right issues for its
workforce.”

Set Goals Upfront
An advisor can play a crucial role by
helping an employer hone in on the organization’s strategic objectives for the program.
“Often, it starts out for the employer as a
frustration, something like, ‘How do we
retain these Millennials?’” Davidson says.
“Then the advisor can help the employer move to tangible goals for its wellness
program. It’s a very high-touch approach for
advisors. More than anything, it’s around
helping the employer decide, ‘What do you
really want? And what are you prepared to
do to achieve it?’” That includes the budget.
Encourage employers to clearly define
the problems they want to address, Austin
suggests. “Is it that an employer’s rank-andfile employees need help on their budgeting?
Or does the employer need to help employees
who are close to retirement age get comfortable with their retirement planning?” he asks.
“The execution of the program is going to
depend on the specific problems the employer
is trying to solve. Once you’ve established
that, you can look at what tools and services
are available to help solve those problems.”
Find the Right Vendor Match
401k Advisors Intermountain takes a
lead role in helping match an employer with
the right vendor for its financial wellness program. That generally doesn’t require an RFP,

I’ve got to know there will be metrics that
get measured to demonstrate the impact
of the program,” he says.

We’re talking about
maybe 40% of employers that would embrace
a formalized financial
wellness program”
— LMichael Kane,
Plan Sponsor Consultants

Dall says, since the advisory firm works almost exclusively with Dave Ramsey’s SmartDollar program. Usually, decisionmakers at
client companies already know about Dave
Ramsey and have friends or family members
who’ve benefitted from his programs, he has
found. “And it is much more scalable for us
to have one partner, when we have hundreds
of clients,” he adds. “But if a client wants to
do an RFP, we can work with any provider.”
Plan Sponsor Consultants has developed
an RFP specifically to select a vendor for a
financial wellness program. Kane says the
specialized RFP yields better answers about
vendors’ abilities to do things like provide
reporting that illuminates a program’s ROI.
“If I’m an employer considering doing this,

Do Onsite Education
HighTower Fiduciary Plan Advisors’
large clients typically bring in big financial
wellness specialist providers to implement
their program. “We’ll focus on project
management and enhancing the wellness
provider’s education program,” Stout says.
“Most of the big financial wellness providers are web-based in their education, so
we are the ‘feet on the street,’ doing onsite
employee meetings.”
StoneStreet Advisor Group also does
a lot of onsite financial wellness education
and utilizes partner Financial Finesse’s initial
workforce analysis to drive the content, Delaney says. The Financial Finesse aggregate
report reveals the top three financial vulnerabilities of each employee demographic
group, so StoneStreet plans workshops for
different demographic groups to focus on
those topics. “After we do group workshops,
in some cases we follow that up with oneon-one meetings,” she says. “Employees also
have access to a Certified Financial Planner
hotline run by Financial Finesse.” Often,
employees actually prefer calling the hotline
with their questions. “People, when they are
concerned about something going on finan-

Financial Wellness Program Features in Place and Contemplated

Already Offer

Very Likely to Offer

Moderately Likely
to Offer

Not at all Likely
to Offer

Basics of financial markets/simple investing

43%

42%

36%

22%

Health care education and planning

37%

38%

40%

22%

Financial planning

35%

37%

37%

26%

Budgeting

34%

36%

33%

31%

Prioritizing savings

29%

38%

36%

26%

Debt management

26%

26%

42%

32%

Assistance with savings during life stages

26%

28%

41%

31%

Source: Alright Solutions, 2017 Hot Topics in Retirement and Financial Wellbeing
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WHAT PLAN SPONSORS WANT TO KNOW ABOUT FINANCIAL WELLNESS
Several years back the concept of “well-

So, the first question that needs to be

seems to be a fair amount of skepticism

ness” crept into benefits planning. More

answered is: “What do you mean by

among plan sponsors — particularly on

recently, HR’s affinity for that wellness

financial wellness?”

the HR side — of the cost-effectiveness

concept has been expanded upon by the

of these programs. It is therefore worthy

concept of financial wellness. But as

What difference will it make?

remembering that there is an “I” in ROI,

appealing as the notion is, a number of

The answer to the first question will, of

and that plan sponsors will be interested

key questions linger.

course, have a great deal of bearing on

in knowing what it is (or might be).

this one. Naturally, the more modest the
As regards financial wellness, the notion

scope and scale, the less impact, but a

Who pays for it?

is that bad financial health contributes

lot depends on what issues the program

Once again, while the answer may well

to (and/or causes) a bevy of woes: stress,

attempts to address, not to mention

depend on the program envisioned, to the

which can lead to things like lower pro-

the demographics (and overall financial

extent this represents new expenditures,

ductivity, bad health and higher absen-

well-being) of the workforce to which it is

how it will be paid for may well impact

teeism, and even a greater inclination

being applied.

the scope and/or timing. Plan sponsors

toward workplace theft, not to mention

may be able to consider covering it out of

deferred retirements by workers who tend

Still, even if a comprehensive impact

general funds, but, depending on the na-

to be higher salaried and who have higher

assessment can’t be completed without

ture of the program components, it might

health care costs.

the collaboration of the plan sponsor, it’s

also be appropriate to consider tapping

important to be able to at least quantify

into health plan budgets, communica-

But if the rationale is straightforward

an estimate of the potential impact(s),

tions, or even retirement plan assets.

enough, and the interest somewhere

whether it be increased participation, im-

between intrigued and highly committed,

proved deferral rates, or even just higher

How will you measure success (or lack

plan sponsors still have some questions

satisfaction with the program(s).

thereof)?

that merit addressing.

The good news is that ROI is increasingly
How long will it take/last?

the lead selling point in presenting these

What do you mean by ‘financial wellness’?

Common sense suggests that financial

programs, and the “return” will almost

“Financial wellness” is a term widely

wellness is a process, not an event, and

certainly include some quantification,

bandied about these days, and by many

one that, run well, may well run for some

some combination of measurable deliver-

different firms (and advisors). Unfortu-

time following its introduction. None-

ables. Of course, some of the deliverables

nately, it is a concept that is being ap-

theless, plan sponsors will, if not at the

of a financial wellness program are less

plied somewhat inconsistently. I’ve heard

outset, at some point during the program,

quantifiable, but even in those situations,

stories of folks who affix it to practices

have some interest in knowing just how

worker surveys can provide insights.

that are little more than glorified enroll-

long until they can expect to see results.

The bottom line is that a shared under-

ment meetings, to the simple inclusion of

standing and appreciation of the desired

an “outcomes” analysis to the retirement

How much will it cost?

outcomes will go a long way toward

plan report, to a full-blown series of work-

Obviously, there will be a relationship

achieving not only financial wellness —

place seminars on topics ranging from

between the nature and scope of the

but customer relation wellness as well.

budgeting to estate planning.

program and its cost. Anecdotally, there
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— Nevin E. Adams, JD

cially in their life, are often embarrassed to ask
their questions in person,” she explains.
Interpreting Program Results
After the rollout, employers need help
analyzing data on program results and
confirming the program’s impact. “We focus
upfront on making sure that we have little
‘wins,’ and an ROI on the program in the first
12 months,” Dall says. Those signs of progress include things like tracking employees’
utilization of the program’s tools. “If you don’t
have those little wins, we’ve found that there
is only a slim chance that an employer is going
to continue the program after a year,” he says.
StoneStreet Advisor Group encourages employees utilizing a client’s financial
wellness program to retake the Financial
Finesse self-assessment after a year. “The
goal is to improve the financial assessment
scores year over year,” Delaney says. “We also
look at changes in 401(k) participation and
the impact on HSAs: How many employees
are now saving some of their HSA balance,
versus just spending the money?”
Coming up with a firm ROI on a financial wellness program for an employer can
prove challenging, because it doesn’t take
into account intangible measures. Using
ROI alone, it’s hard to pinpoint that an
employee’s productivity increase stemmed
only from the financial wellness program,
for example. “In this field, what’s now being
talked about is a different measure: ‘VOI,’
or value of investment,” says Robin Lenna,
an executive vice president at MetLife. “It’s
broader, because it takes into account things
that are harder to quantify, such as the
impact on turnover and absenteeism. You
can track it, and it is probably not a 100%
correlation, but you can watch the trends.
It’s the new ‘It’ topic around employee
engagement.”
Lenna sees a big part for advisors at
this point. “The advisor’s key role is to help
sponsors evaluate results of the program
and make course corrections as they go on
this journey. The advisor can help guide the
discussion and coach an employer on, ‘If you
want to take it to the next level on financial
wellness, what elements of the program do
you want to keep? Are there new elements
you want to add? And is there anything you
want to eliminate?’”
To have real impact, Lenna says, an

employer needs to stick with a financial
wellness program for two or three years
— and maybe longer. “We’ve become so focused on short-term results in our society,”
she says. “But life is complicated, and you

want to allow for that richness of time
and information to have an impact.” N
» Judy Ward is a freelance writer who specializes in
writing about retirement plans.

FINANCIALLY “FIT”
NAPA Net reader poll finds financial wellness a fit for most
There are any number of industry sur-

•

While reader/respondents were

veys that indicate a growing interest in

pretty evenly balanced on the com-

the concept of, if not the application of,

ponents of a solid financial wellness

financial wellness. Are NAPA Net read-

program, when asked to share what

ers feeling the financial wellness “love”?

their plan sponsor clients felt were
the key elements:

Earlier this year, we posed the question

•

to NAPA Net readers — and while re-

43% – focus on outcomes/retirement readiness

spondents were mixed — they were sol-

•

29% – debt management/reduction

idly positive on the trend; more than half

•

27% – establishment of emergency

(57%) said they were pitching financial

savings reserves

wellness to their clients and prospects,

•

26% – budgeting

though the rest said “it depends.” As

•

14% – financial literacy

one reader commented, “It’s the fasting

•

Of course, as you might expect, just

growing trend in the industry next to

under three-fourths of this week’s

CITs. If you are not presenting wellness

respondents (71%) said “all of the

to your clients, then someone else is.”

above.”
•

As for implementation, only about a

That said, things were a bit less enthu-

quarter (26%) of respondents were

siastic on the “catching on” with clients

implementing financial wellness

and prospects part. Here nearly two-

“all at once,” with a slightly larger

thirds (62%) said that “it depends,”

percentage (28%) bringing the pro-

while the remaining 38% responded,

gram online one element at a time.

“yes, for the most part.”

The remaining 46% were in the “it
depends” category.

The reasons for resistance were varied,

•

Most — 57% — are doing finan-

with nearly equal dispersion among:

cial wellness with a partner (Smart

•

Cost

Dollar and Financial Finesse were

•

Not the right time

most referenced), although 28%

•

Too much effort to change

are doing it on their own. And the

•

Not to mention a combination

rest? “A little of both.”

of the three (the most common

— Nevin E. Adams, JD

response, cited by 38%).
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Knowing What Matters
We should all take a greater interest in results, relationship and responsibility.
BY STEFF C. CHALK

O

ur industry is under pressure.
That pressure is spread among
all retirement plan professionals,
including investment complexes,
investment managers, broker/dealers, registered representatives and
registered investment advisors. No
entity appears to be spared.
Retirement plan advisors receive targeted
pressure that is not likely to subside any time
soon. Regulators, the judicial system and various media — broadcasters, authors and bloggers — consistently suggest systemic change to
the retirement system. This pressure can inflict
damage on the relationships that retirement
plan advisors maintain with their clients.
Do We Need Change?
The answer is “yes.” What should be
changed, however, is not so simple.
The Department of Labor wants a new
fiduciary rule for advisors and financial
services firms, with greater accountability,
broader powers to encompass IRAs and
lower fees for plan-related services.
The courts want all plan sponsors to
act like responsible fiduciaries. As evidenced
in past settlements, every damaged participant should be restored some fractional
proportion of what they are entitled to.
Bloggers, reporters and authors seem
to want someone, or some entity, to be held
accountable for the large number of U.S.
citizens who do not have sufficient funds
to maintain a dignified lifestyle at normal
retirement age. The conclusions of these consumer advocates frequently cite fees as being
the source of a looming retirement crisis.
These sources have become a collective
voice, delivering an incessant barrage of
body blows that wears down the reputation
and resiliency of retirement plan advisors.
This voice also serves as a constant reminder
of plan-related fees and fiduciary breaches,
causing trepidation for any well-intentioned
plan sponsor already uncomfortable offering
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a company-sponsored retirement plan.
Is Downward Fee Pressure the Solution?
Do plan sponsors feel they are paying
too much? Do plan sponsors feel they are
being overcharged? Does the customer long
for less service? Less communication? Is the
plan sponsor willing to accept less performance?
If so, then a complete “set it and forget
it” strategy just might work. Or a simple
laddering of CDs and an index fund might
be the solution for clients. But in selecting
either of these strategies, how much potential return is left on the table?
Lower fees may not deliver the intended
result in an industry where plan sponsors
have become accustomed to a high-touch
relationship with their investment advisor.
Consternation is running rampant in the retirement industry. This may be an ideal time
to revise product and service models. Can
our industry better serve our clients by altering our thought process to center on Intent,
Relationship, Deliverable and Agreement?
Intent
Objective: Get every plan participant
to a specific revenue-stream at age 65 or
normal retirement age.
Change: At least annually, deliver a projected funded status statement on progress
toward the objective — e.g., “You are on
track to achieve 77% of your funding objective.” Regularly communicate and adjust
contributions (both employer and employee)
relative to the participant’s objective.
Relationship
Objective: Move our industry from
transaction-based service to relationship-driven service.
Change: Plan sponsors should recognize that a retirement advisor selection is a
20- or 25-year relationship.

M A G A Z I N E

Deliverable
Objective: Every client does not pay the
same fee.
Change: Advisors need flexibility in
setting what is considered a reasonable fee.
(An advisor should be permitted to charge
a premium when working with challenging
plan sponsors. Other clients should not share
the expenses generated by another client.)
Agreement
Objective: Have a client’s entire eligible
workforce on track for a fully funded retirement benefit.
Change: Make operating agreements/contracts more lucrative for retirement advisors
based on performance-based incentives on:
• investments;
• the percentage of eligible employees who
participate; and
• the percentage of participants who are on
track for a fully funded retirement benefit at
normal retirement age.
By plan sponsors’ standards, the
current “pile-of-money” structure — participant accounts with an arbitrary account
balance or asset number — contributes little
or nothing to the goal of ensuring that participants have a sufficient benefit available
upon reaching normal retirement age.
What would help all involved, in addition to the four points listed above, would
be for our industry to take a greater interest
in results, relationship and responsibility:
• the results of a participant’s hard work
and 25 years of funding
• the relationship (where plan advisors
are not subject to a series of 25 oneyear contracts)
• the responsibility on the part of the plan
sponsor to coach participants into being
N
responsible and retirement-ready.
» Staff C. Chalk is the Executive Director of The
Retirement Advisor University (TRAU), The Plan Sponsor
University (TPSU) and 401kTV.
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Target-Date Funds: The
Next Generation
BY NEVIN E. ADAMS, JD

T

arget-date funds are helping a new
generation of savers invest appropriately — but what will the next
generation of TDFs bring to the
fore?
It’s been nearly a quarter
century since the first targetdate funds were introduced by
Wells Fargo and Barclays Global
Investors. Since then, much has
changed, not the least of which
is the ubiquitous positioning of
TDFs on retirement plan menus,
and their near monopoly as an investment
default in those plans. The Employee
Benefit Research Institute (EBRI) notes
that nearly 65% of 401(k) plans, covering nearly three-quarters of 401(k) plan
participants, included target-date funds in
their investment lineup at year-end 2015.
The Investment Company Institute notes
that 88% of target-date mutual fund assets
were held through DC plans (67% of the
total) and IRAs (20%) at year-end 2016.
Those factors have not only fueled
enormous growth in the category — as-
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sets in target-date portfolios expanded
20% in 2016, growing from $1.11 trillion
at the end of 2015 to $1.33 trillion last
year, according to Sway Research — but
are laying a new investment foundation
for a new generation of retirement plan
savers. Consider that at year-end 2015, a
full third (34%) of the account balances of
recently hired participants were invested
in target-date funds, according to EBRI.
And that research firm Cerulli Associates
estimates TDFs will capture roughly 90%
of all new 401(k) contributions by 2020.
Despite that growth, change has been
slow to come to the category, where roughly
80% of the total assets are still in the hands
of four large proprietary recordkeeping
providers. But change is afoot — and a new
“next” generation of target-date funds has
finally started to emerge from the crowd.
What are the trends that are shaping the
next generation of target-date funds?
Broader Diversification with Nontraditional
Asset Classes
One of the differentiating factors for
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some target-date funds has been the inclusion
of alternative asset classes, such as hedge
funds, commodities, real estate and high-yield
bonds — asset classes that can provide diversification benefits to the portfolio as they have
traditionally done for defined benefit plans.
Of course, these alternative classes
generally bring with them higher costs and
— depending on the perceived diversification
benefits — that might serve as a bit of ballast
on their growth potential.
Multi-Manager/Open-Architecture Format
Single-manager TDFs remain the
norm, even among the largest plans, according to a survey by PLANSPONSOR.
Indeed, mega plans (those with more than
$1 billion in assets) are considerably more
likely to have that structure in place than
are smaller plans: 62.6% of mega plans
do, compared with just 29.6% of micro
plans. On the other hand, nearly a quarter (23.4%) of those micro plans say they
don’t use a target-date fund for their qualified default investment alternative (QDIA).
Those pitching non-proprietary options

have long — and with justification — noted
that no firm can be the best at managing
every asset class, though the convenience
of proprietary solutions doubtless muted
some of those voices. However, in 2013, the
Labor Department suggested plan fiduciaries
revisit their target-date fund selection and
specifically recommended that they consider non-proprietary target-date funds. That
message too may have been slow to take
hold, but litigation concerns and a renewed
emphasis on fees may be turning that tide.
Certainly those offerings are already available in the marketplace.
Little wonder that nearly half (46%) of financial advisors managing at least $50 million
in DC assets continue to advocate using an
external manager for target date funds rather
than the proprietary TDFs offered by the current plan recordkeeper, according to Cerulli.
A Push for Passive
Spooked by litigation, and in some cases
simply more conscious of their fiduciary
obligations, plan fiduciaries are evermore
fee-sensitive, and trends that have emerged
in investment menus overall have found their
way into target-date fund infrastructure.
For example, assets in collective investment
trust (CIT)-based target-date portfolios rose
from $355 billion at the end of 2015 to $458
billion in 2016. Shay Research notes that the
29% growth rate was nearly twice the pace
of growth in mutual fund target-date assets,
which swelled from $760 billion to $878 billion year-over-year — a nothing-to-sneeze-at
growth rate of 16%.
…and More CITs
Similarly, utilization of passive strategies
in target-date funds has also surged. Indeed,
the passive-CIT combination has proven to
be particularly attractive; target-date assets in
passively managed mutual fund and collective investment trust (CIT)-based target-date
portfolios totaled $653 billion at the end
of 2016, well ahead of actively managed
portfolios, which held $594 billion and
had a billion-dollar edge at the end of 2015
($524 billion to $523 billion), according to
Sway Research’s report, “The State of the
Target-Date Market: 2017, Examining Asset
Trends Across Providers, Products, Vehicles,
Management Styles, and Key Features.” At
the end of 2016, just 38% of target-date

fund mutual fund assets were in passively
managed products (60% was active, and
2% was hybrid), but 69% of assets in CITbased target-date series were in passively
managed series (16% was hybrid and only
15% was active).
“Offering a target-date series in a CIT
format is must today”, explains Chris Brown,
Principal & Founder of Sway Research
LLC. Moreover, he says that having other
portfolios in a CIT format or non-revenue
sharing mutual funds) is “imperative” for
investment-only managers looking to plug
into custom model-driven TDF solutions.
“The bigger the plan the more important
fees become, and the more prevalent passive
management becomes,” he explains.
‘Smart’ QDIAs
These solutions — which change from
target-date funds to managed accounts upon
a trigger, such as a certain age, account balance, or other factors — could help build a
pipeline for managed accounts. Worst case,
it could be a new marketing pitch.
Embracing a Dynamic Approach to
Portfolio Management
Despite the long-term focus of these
portfolios, there are times where specific
short term shifts can allow managers to
better respond to market conditions, and
a growing number are turning to dynamic asset allocation. After all, managing a
target-date portfolio for a diverse group
of participants — of widely varying age
brackets — requires balancing multiple risks, including longevity risk. For
example, it’s a strategy that proponents
say allows increasing equity exposure for
younger savers when market environments are favorable for stocks, and can
be used to pull back on market risk for
participants closer to retirement when the
markets have turned.
Taking Decumulation into Account
Way back in 2014, the federal government blessed guidelines that allowed
target-date funds in 401(k) plans to invest in
immediate or deferred fixed annuities. That
included not only stating that that change
in structure would still qualify as a QDIA.
Even ahead of that, some providers of offthe-shelf target-date funds already offered
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versions with guaranteed income streams,
where a portion of the underlying assets is
invested in a sleeve that contains an annuity
payout. Another approach, particularly in
light of the guidance involves connecting
the target date fund to a qualified longevity
annuity contract (QLAC) that can provide a
longevity “safety net.”
These cushions don’t come without
some cost, however — and in an era where
fees are drawing a lot of attention, the reasonableness of that tradeoff would have to
be considered.
Shift to ‘Single Fee’ vs. ‘Acquired Fee’
Some providers have already switched
from basing the expenses of their target-date
funds on the expenses in the underlying
portfolios (i.e., acquired fee), to a single-fee
model, which is not affected by the underlying investments. “This provides more
flexibility in the underlying portfolios, which
should prove to be a marketing advantage,
Brown explains, “and, if all goes well, a
performance advantage too.”
Dynamic QDIAs
Rather than merely relying on participant age (or, more precisely, anticipated
retirement date), these QDIAs use information such as marital status, additional
assets, DB plans, plan balance, etc. to create
a more customized asset allocation. This socalled “dynamic” QDIA works much like a
managed account — indeed, some dynamic
QDIAs essentially are managed account
products bolted onto target-date funds.
Of course, garnering the information
required to provide that level of customization can be problematic.
What’s Next?
Most of these next generation
solutions can be found today, of course,
though it can be harder to find some
than others. And, if the dominance of a
few major players in the target-date fund
space seems unlikely to dissipate quickly,
there are portents that must nonetheless
be considered by all — a heightened focus
on fees, a preference for passive alternatives (likely inspired by that focus on fees),
and a general desire for prudent alternatives that bring with them a minimum
amount of administrative hassle. N
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Advisers and
Commoditization
BY DAVID N. LEVINE

Here’s how to turn commoditization from a challenge into an opportunity.

T

oday, retirement advisers face
the never-ending worry of commoditization.
Recently, this reality hit
home for me. An outstanding
retirement adviser who had bent
over backwards for her client —
often going way beyond the services required of her in her services agreement — was shown the door in an RFP
process driven by corporate consolidation.
The reason was simple: Someone else came
in with an extremely low price, “bought the
business” and won the RFP. Will the winner
make money on their pricing? I doubt it,
but who knows, because as we all know,
advisers can be paid in many ways if compensation is properly disclosed.
The takeaway from this story is simple:
Being able to explain your value proposition is more essential than ever.
Plan sponsors regularly reach the
conclusion that advisers are all interchangeable because, so often, on paper, all advisers
look the same. If plan sponsors adopt this
assumption, adviser services can simply
become a race to the bottom of a commoditized marketplace.
So what is an adviser to do? Following
are four recommendations.
The Human Element
Some clients focus solely on cost, and,
in those cases, the lowest-cost provider will
almost always certainly be the one hired.
But the vast majority of clients want a
balance of service and low cost. Explaining
the adviser’s human value is key. Most advisers rely on technological tools to provide
some or all of their recommendations, but
explaining how they add insight or provide
value in presenting technology-supported
information highlights an adviser’s individual value, rather than placing the focus on
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Adviser services
can simply become
a race to the bottom
of a commoditized
marketplace. ”
a commoditized product that plan sponsors
can simply buy for the lowest cost.
Apples, Oranges and Pears
When a plan sponsor asks me, “How
do I decide between advisers?” I often say
that comparing one adviser to another is
like comparing apples, oranges and pears.
Each adviser offers different services, different contractual guarantees and different
compensation structures. Despite the move
by many to levelized fee structures, there
are still so many ways levelization can work
that it is essential to explain how an adviser
is the same as — but also different than —
his or her competition. Marketing buzzwords (which are also legal terms), such as
3(16), 3(21) and 3(38), are often thrown
around when talking to plan sponsors.
However, if an adviser does not explain the
actual services (as opposed to marketing
concepts) that he or she hopes to provide
in an understandable manner, cost is highly
likely to drive the plan sponsor.
Respond to the Questions Asked
Whenever preparing anyone for a
Department of Labor investigation interview or a deposition in litigation, the simple
starting advice I often give is: (1) keep it
simple; and (2) answer the questions that
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are asked.
If an adviser is asked to provide an
RFP answer about how they can support
a particular service and instead provides
a giant list of services they can offer in
response, a plan sponsor may simply revert
to a focus on cost. Admittedly, an adviser
may validly feel that they have a wide range
of services that make them unique, and it
is usually fine to mention these. But a plan
sponsor usually wants to see their questions
answered directly, not with generic materials that upsell more services. Too often, I
have seen a highly qualified adviser eliminated from an RFP because they just didn’t
answer the questions asked.
Technological Tools
In 2000, an adviser who had one colorful chart showing historical performance
of asset classes and another colorful chart
showing red, yellow, and green status for
a fund lineup was considered cutting-edge.
Now this same product can be purchased
off-the-shelf for a very low cost. Advisers regularly tout their technology but so
often, everyone touts the same technology.
Recognizing that many of these services are
now commoditized, an adviser should avoid
becoming too dependent on their “unique”
technology. Plan sponsors will often see
through this quickly, leaving cost as a fallback decision point.
Commoditization is a challenge for any
service provider. However, by focusing on
a plan sponsor’s specific needs, commoditization can be an opportunity for a strong
adviser to shine. N
» David N. Levine is a principal with the Groom Law
Group, Chartered, in Washington, DC.

NAPA’s Upcoming

Industry Lists

NAPA’s unique lists highlight three critical elements of the retirement industry:
“Wingmen,” listing the DC industry’s top wholesalers, “Young Guns,” our list of the top
plan advisors under 40, and NAPA’s Top Women Advisors.
One of the things that sets these lists apart from other published lists is that they are
based on a nominating/voting/selection process that taps the knowledge of NAPA’s 10,000+
members. Look for more information about the upcoming editions of all three lists on the
NAPA Net portal and in the NAPA Net Daily.

2017

FALL 2017

Only plan advisors know how important
their DC wholesaler can be in building,
managing and growing their practice.
We call them “DC Wingmen” because if
they are doing their job, they have your
back.
And only advisors know which Wingmen
are really good and truly add value.
That’s why NAPA set out to identify the
top wholesalers who serve the DC
market — the truly elite Wingmen. Our
first annual Top DC Wholesalers list,
published in March 2014, quickly
became an industry staple.

SUMMER 2018

WINTER 2017

In what has long been a male-dominated profession, a growing number of
women are today making significant
contributions to this field. In 2015, the
editorial team here committed to an
acknowledgment of those contributions
with the launch of the newest NAPA Net
list, NAPA’s Top Women Advisors.
You can find the lists of Top Women
Advisor All-Stars, Captains, and Rising
Stars online at www.napa-net.org,
under the “Industry Lists” tab.
The 2017 list of Top Women Advisors
will be published in the Winter 2017
issue of NAPA Net the Magazine.

You can find the lists of Top DC Wholesalers online at www.napa-net.org, under the
“Industry Lists” tab.

Where is the next generation of plan
advisors coming from?
To answer that question, NAPA set
out to find the top young advisors —
the profession’s “Young Guns.” The
result of was our list of the “Top
Plan Advisors Under 40,” first
published in 2014.
You can find our lists from 2014
through 2017 online at
www.napa-net.org, under the
“Industry Lists” tab.
The 2018 “Young Guns” list will be
published in the Summer 2018 issue
of NAPA Net the Magazine.

The 2017 list of DC Top Industry Wholesalers will be published in the Fall 2017
issue of NAPA Net the Magazine.
F A L L
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Questions about the process, timing, or eligibility for the lists should be directed to Nevin Adams at nevin.adams@usaretirement.org.
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7 Reasons Why HSAs
Are ‘Hot’
BY NEVIN E. ADAMS

H

Health savings accounts have a lot going for them — and the future looks
even brighter.

ealth savings accounts are
hardly a new thing — they were
approved by Congress in 2003
and became law in January
2004. But they are getting a
lot of attention lately. Here are
seven reasons why.

People are worried about health expenses — now.
People stay at — and change — jobs
because of health care. Oh, retirement
plans matter, and though matching and
profit-sharing contributions have an
influence, and vesting schedules have been
known to make a difference in retention,
health insurance is an issue that candidates
are likely to broach in the interview, while
retirement programs are more likely to be
on HR’s list of things to mention.
Oh, and when I say “people,” I also
mean plan sponsors. See, you may go a
number of years without a hard look at
your current 401(k) provider, a decade
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without actually making a change, and
even though you are a plan fiduciary with
personal liability for the decisions you are
(not) making, nobody thinks much of it.
But evaluating health care programs, providers and options has long been an annual
undertaking by employers — and one in
which workers, however ill-equipped they
may be to do so, also have to focus long
enough to choose their health coverage
options.
All of that means that people are thinking about health care and health expenses
every year, with a “here and now” attention
that most retirement programs can only
dream about.
Employer use of HSAs is growing.
In nearly every year since 1998, premium increases have exceeded worker-earnings increases and inflation, and health
insurance premiums have nearly tripled,
while worker earnings have increased just
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58% during that period, according to the
nonpartisan Employee Benefit Research
Institute (EBRI).
In response, employers have been
seeking ways to manage health care cost
increases. During the past decade, employers have turned their attention to consumer-driven health plans (CDHPs) — a
combination of health coverage with high
deductibles (at least $1,300 for individual
coverage in 2016) and tax-preferred savings
or spending accounts that workers and their
families can use to pay their out-of-pocket
health care expenses. A recent report by
EBRI cites a recent survey by Mercer that
found that 25% of employers with 10-499
employees and 61% of employers with
500 or more employees offered an HSA-eligible health plan or HRA in 2016, while
by 2019, 34% of employers with 10-499
employees and nearly three-fourths (72%)
of employers with 500 or more employees say they are very likely to offer such a

health plan. Indeed, it is expected that 18%
of employers with 500 or more workers will
offer an HSA-eligible health plan or HRA as
the only plan option by 2017.
Similarly, recent survey data from United
Benefit Advisors finds that an HSA is offered
in a quarter (24.6%) of plans, a 21.8%
increase from five years ago. The report notes
that HSA enrollment stands at 17%, up
25.9% from 2015 — and nearly 140% from
five years ago.
Employer contributions to HSAs are (also) growing.
A recent EBRI report notes that 14%
of privately insured adults were enrolled
in a CDHP — a health plan associated
with an HSA or a health reimbursement
arrangement (HRA). More than half (56%)
of CDHP enrollees opened an HSA, taking
advantage of growing employer contributions. It was more common for employers
to contribute to an HSA in 2016 than in the
past, and the dollar amount also increased.
Seventy-eight percent of CDHP enrollees
reported that their employer contributed
to the account in 2016, up from 67% in
2014. Furthermore, 20% of CDHP enrollees reported an employer contribution of
at least $2,000 in 2016, up from 10% in
2014. Similarly, 42% reported an employer
contribution of $1,000-$1,999 in 2016, up
from 36% in 2014.
The average employer contribution to
an HSA is $474 for a single employee (down
3.5% from 2015 and 17.6% from five years
ago) and $801 for a family (down 9.2% from
last year and 13.7% from five years ago).
People are worried about retirement health
expenses — now.
According to the ConnectYourCare
Consumer-Driven Health Plan Enrollment
& Usage Trends Survey, more than 40% of
the HSA participants interviewed said they
enrolled in their HSAs in order to use the accounts as savings vehicles for future health
care needs. That topped “tax savings,”
which 21% selected, and “lower premiums”
offered by high-deductible health plans,
named by 9.5% of survey respondents.
The survey also asked more than 14,000
workers what their primary concern is when
it comes to retirement; nearly two-thirds
(63%) selected health care expenses (such
as insurance premiums, prescription costs

An HSA could prove to
be more advantageous
from a tax perspective than saving in a
401(k) plan or other
retirement savings
plan.”
and other medical expenses) over lifestyle
expenses (paying for housing, vehicles, vacations, etc.).
And little wonder — Fidelity’s Retiree
Health Care Cost Estimate recently said
that a 65-year-old couple retiring in 2016
will need an estimated $260,000 to cover
health care costs in retirement, a 6% increase over last year’s estimate of $245,000
and the highest estimate since calculations
began in 2002. Similarly, in October 2015,
EBRI estimated that a 65-year-old man
needs $68,000 in savings and a 65-year-old
woman needs $89,000 if each has a goal
of having a 50% chance of having enough
money saved to cover health care expenses
in retirement. If either instead wants a 90%
chance of having enough savings, $124,000
is needed for a man and $140,000 is needed
for a woman, though that analysis did not
factor in the savings needed to cover longterm care expenses.
HSA investments are expanding as well.
Another report by EBRI noted that
while only about 3% of HSAs had invested assets (beyond cash), more than a third
(36%) of HSAs with invested assets ended
2015 with a balance of $10,000 or more,
compared with just 4% of HSAs without
invested assets.
Don’t forget — HSAs have a triple-tax advantage.
Employee contributions to HSAs reduce
taxable income — just like 401(k)s. The earnings on those contributions build up tax-free
— just like 401(k)s. But there’s one way in
which HSAs are different from, and “better”
than, 401(k)s — and that is that distributions
from HSAs, so long as they are spent on
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“qualified expenses,” are tax-free. Because
of this, an HSA could prove to be more
advantageous from a tax perspective than
saving in a 401(k) plan or other retirement
savings plan.
HSAs are likely to get even ‘better.’
Legislation has already been introduced
in the both the U.S. Senate and House that
is designed to give HSAs a boost, including
nearly doubling the current HSA limits to
$13,100 for a household with family health
insurance coverage (with a $2,000 catchup contribution for households age 55 or
older), for a maximum annual contribution
of $15,100. The bill also broadens how
households can use their HSA dollars for
purchases of over-the-counter medications
and for paying health insurance premiums
in addition to prescription drugs, co-pays,
deductibles and other out-of-pocket health
care expenses.
Even before that, the Health Savings
Act of 2017 (S. 403) was introduced Feb.
15 in the Senate by Finance Committee
Chairman Orrin Hatch (R-Utah) and Sen.
Marco Rubio (R-Fla.). A companion bill
(H.R. 35) was introduced in the House
on Jan. 3 by Rep. Michael Burgess, M.D.
(R-Texas), Chairman of the House Energy
and Commerce Committee’s Subcommittee on Health. Also in February, Sens. Bill
Cassidy, MD (R-LA) and Susan Collins
(R-ME), joined by cosponsors Lindsey
Graham (R-SC), Shelley Moore Capito
(R-WV) and Johnny Isakson (R-GA),
introduced the Patient Freedom Act (PFA)
of 2017 that would, among other things,
allow HSAs to pay for health insurance
premiums, for family members to pool
dollars to pay for increased expenses, and
to allow insurance companies to offer
HSA/HDHP policies that cover all inpatient services.
The bottom line? HSAs already have
a lot going for them — and the future
looks even brighter. Advisors who haven’t
yet focused on this new growth area are
well-advised to do so. N
Editor’s note: EBRI launched a consumer
survey in June to ascertain employee reactions to a Roth switch.
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The pace of retirement plan litigation continues to pick up steam, with two of the University
403(b) cases getting hearings (but with different results), an advisory firm managing to
get disentangled from an excessive fee suit, and a suit alleging “old” issues — but from a
different direction…

BY NEVIN E. ADAMS, JD

‘TROLL’ GOAL?

Excessive fee suit comes from a new direction

Another plan sponsor has been
charged in an excessive fee suit — but if
the allegations are familiar, the law firm
bringing the suit could represent a whole
new “class” of litigation.
The suit, Barrett v. Pioneer Natural Resources USA, Inc. (D. Colo., No.
1:17-cv-01579-WJM, complaint filed
6/28/17) was brought by plaintiff William Barrett, a participant in the Pioneer
Natural Resources USA, Inc. 401(k) and
Matching Plan which, on Dec. 31, 2015,
had $500,187,123 in assets and 4,410
participants. The suit, as many others
have, alleged that the plan’s size gave it
“tremendous bargaining power to demand
low-cost administrative and investment
management services and well-performing, low cost investment funds” — but
that rather than “…leveraging the Plan’s
bargaining power to benefit participants
and beneficiaries, the Pioneer Defendants
chose inappropriate, higher cost mutual
fund share classes and caused the Plan to
pay unreasonable and excessive fees for
recordkeeping and other administrative
services.”
Fiduciary Failures
Specifically, the suit, which was filed
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in the U.S. District Court for the District
of Colorado, alleges the plan fiduciaries
breached their fiduciary duties of prudence
and loyalty by failing to:
• offer institutional class shares for mutual funds (which resulted in the participants paying excessive costs to invest in
the funds);
• make sure that plan fees were reasonable; and
• remove the poorly performing money
market fund when the stable value fund
was available (which, according to the
suit, resulted in losses to plan participants “who maintained excessively high
cash balances in money market funds
rather than the stable value fund, which
offered higher returns and the same
risk level”).
The suit notes that the Pioneer defendants chose Vanguard Group Inc. to serve
as the plan recordkeeper and investment
platform, as well as a number of Vanguard
proprietary mutual funds as plan investment options. However, they took issue
with the plan’s choice of Vanguard mutual
funds that: (1) were not of the Institutional/Admiral share class (on average, 41%
lower in cost than Vanguard’s standard
Investor share class, according to the suit);
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and (2) were mutual funds, rather than
collective investment funds, including the
Vanguard Target Retirement Funds “even
though much lower-cost collective trust
Vanguard Target Retirement Funds were
available to the Plan.” The plaintiff alleges
that “had the amounts invested in the
higher-cost target date mutual funds
instead been invested in the lower-cost
collective trust target date funds, Plan
participants would not have lost hundreds
of thousands of dollars in their retirement
savings by paying higher fees.”
Additionally, the suit claims that “in
2015 alone the Plan participants paid
excess fees totaling $53,251 because they
invested in the Vanguard 500 Index Fund
Investor share class rather than the Admiral share class.”
Moreover, they claimed that the fiduciaries “breached their fiduciary duty to
the Plan by failing to conduct a review of
all Vanguard funds offered to the Plan participants before and after May 2014 (when
a lower cost share class was swapped in
the plan) to determine whether different
classes with lower expenses were available
to the Plan.”
As other similar suits have alleged,
this one challenges the use of asset-based

charges for recordkeeping and the use of
revenue-sharing practices. It claims that
between 2012 and 2015, the number of
participants in the plan rose from 3,939
to 4,410, and assets increased by 40.5%,
but the plan’s direct compensation paid
to Vanguard more than doubled — from
$141,924 to $291,794.
Review Views
Plaintiffs charge that the Pioneer defendants “had no annual review or other
process in place to fulfill their continuing
obligation to monitor and control Plan
investment options, or, in the alternative,
failed to follow their own processes.”
The suit alleges, without citation, that
“prudent fiduciaries of large defined
contribution plans put the plan’s record-

CARDINAL’S ‘SINS’?
An investment advisor has successfully managed to disentangle itself from a
class-action excess fee litigation suit.
In Bowers v. BB&T Corp. (M.D.N.C.,
No. 1:15-cv-00732, 4/18/17), Cardinal
Investment Advisors LLC argued that the
law suit contained “only conclusory assertions with insufficient factual allegations as
against it.”
The Suit
The suit was filed in 2015 by several
current or former plan participants of the
BB&T plan, which has over 37,000 participants with account balances and $3 billion
in assets. The suit noted that the BB&T
defendants are the named fiduciaries of the
plan, as well as plan administrator, and that
since 2009, Cardinal Investment Advisors,
Inc. has provided fiduciary investment
advice to the Compensation Committee
regarding plan investments.
The suit alleges that fiduciary responsibilities were breached both in causing
the plan to pay BB&T excessive administrative fees and providing imprudent and
unreasonably expensive investment options.
The suit alleges that the defendants used
a BB&T company to provide plan trustee
and recordkeeping services without any

keeping and administrative services out for
competitive bidding at regular intervals of
approximately three years, and monitor
recordkeeping costs regularly within that
period.”
Finally, the suit challenges the plan’s
decision to offer both a stable value fund
(the Vanguard Retirement Trust V) and the
Vanguard Federal Money Market funds as
Short-Term Reserve investment options.
The suit claims that doing so “provided
no benefit to the Plan participants, but
instead confused and misled the Plan participants by leading them to believe there
was a material difference in the funds.”
Then, as a result, the suit alleges, “many
Plan participants who were eligible to
invest in the Vanguard Retirement Trust
stable value fund instead invested in the

Vanguard Federal Money Market fund,
which cost them an annual investment
return of almost 2%” — missing out on
what the suit claims would have been
$1,500,000 in additional earnings on
their investment.
While the suit treads familiar
ground, it may be worth noting that the
lawyers representing the plaintiffs are
new to this type of litigation. Indeed,
Franklin D. Azar & Associates P.C., holds
itself out as a personal injury law firm
that specializes in motor vehicle accidents, defective products and slip-and-fall
accidents, according to its website. It is
a firm that has, in recent months, been
trolling for potential litigants.
Looks like they found one.

Advisory firm dismissed from excessive fee lawsuit
competitive bidding process and allowed
that company to take excessive compensation (via revenue-sharing) from the plan at
the expense of plan participants. As other
of these type litigations have alleged, this
one claims that defendants failed to monitor the amount of revenue sharing that was
paid or have BB&T return to the plan such
amounts as exceeded a reasonable administrative fee, noting that as plan assets grew
from $1.4 billion to more than $2.9 billion,
“…BB&T’s asset-based fees also grew
enormously, even though its services to the
Plan did not change,” and this resulted in
“…millions of dollars in excessive recordkeeping fees.”
Additionally, the plaintiffs alleged that
defendants provided BB&T funds “…not
based on their merits as investments, or
because doing so was in the interest of Plan
participants, but because they provided significant profits to BB&T, and retained those
funds despite their poor performance.”
Moreover, the defendants “…provided both
proprietary and non-proprietary mutual
funds with expense ratios that were far
in excess of other options available to the
Plan, including separate accounts, collective trusts, lower-cost mutual funds, and
lower-cost share classes with the identical
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investment manager and investment,”
according to the suit.
Cardinal’s ‘Sins’?
In considering the arguments
regarding Cardinal’s involvement, U.S.
District Judge Catherine C. Eagles noted
that “while perhaps the plaintiffs have
arguably alleged facts to support the
claim that Cardinal had some fiduciary
responsibilities, there are no facts alleged
indicating that it was a fiduciary with respect to the particular activities at issue,
some of which occurred before Cardinal
even had a relationship with BB&T.”
Indeed, she went on to note that the
plaintiffs “…do little more than use the
word ‘Defendants’ or add the phrase ‘and
Cardinal’ to allegations against other defendants. There are no facts alleged that
as to the particular breaches of fiduciary
duty alleged, Cardinal did any specific
thing.
“[S]ome specific facts tending to
indicate a particular defendant is liable
are necessary,” she noted, but “here, the
plaintiffs have essentially alleged nothing
more than that Cardinal gave BB&T
general investment advice.”
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‘INSUFFICIENT’ EVIDENCE
A lawsuit that had charged plan
fiduciaries with engaging in a “practice of
self-dealing and imprudent investing of
Plan assets by funneling billions of dollars”
into a series of proprietary target-date
funds has been dismissed — with prejudice.
The suit, brought by John Meiners,
a participant in Wells Fargo’s 401(k)
retirement plan, charged that of the 26-27
investment options in the plan, a dozen
were Wells Fargo Dow Jones Target Date
Funds managed by a Wells Fargo subsidiary. The suit, filed last November, alleged
not only that the TDFs cost on average
over 2.5 times more than comparable
TDFs while, at the same time, substantially and consistently underperforming
comparable funds, but that the plan fiduciaries “designed and maintained a system
to maximize the amount of Plan assets
invested into those funds” by defaulting
certain participant contributions into the
Wells Fargo TDFs and encouraging participants to purchase the funds through an
“easy” and “quick” enrollment feature.
In considering Wells Fargo’s motion
to dismiss, Judge David S. Doty of the U.S.
District Court for the District of Minnesota, noted that while the plaintiff Meiners alleged that Wells Fargo breached its
fiduciary duty by continuing to invest in its
own target-date funds when betterperforming funds were available at a lower
cost, he was inclined to agree with Wells
Fargo’s argument that these allegations
were “insufficient to plausibly allege a
breach of fiduciary duty.”

can meaningfully be compared. However,
Doty noted that the only benchmark that
Meiners provides is the Vanguard funds’
performance, and that “a comparison of the
returns for two different funds is insufficient
because (citing Tussey v. ABB, Inc., 850
F.3d 951 , 960 (8th Cir. 2017), “funds …
designed for different purposes … choose
their investments differently, so there is
no reason to expect them to make similar
returns over any given span of time.”
Basically, Doty noted that the Wells
Fargo funds have a higher allocation of bond
than Vanguard funds, and that “…it does not
necessarily follow that the Wells Fargo funds
were substandard compared to the Vanguard
funds, nor does it follow that Wells Fargo’s
decision making process was flawed.”
While Meiners argued that Wells Fargo
acted in self-interest by choosing higher-cost
affiliated funds over lower-cost non-affiliated funds, Doty noted that “Meiners’s
only support of this interpretation of his
complaint is that two funds, Fidelity and
Vanguard, are less expensive. This, in effect,
attempts to hold Wells Fargo liable for
failing to choose the cheapest fund,” and
that “without a meaningful comparison,
the mere fact that the Wells Fargo funds are
more expensive than two other funds does
not give rise to a plausible breach of fiduciary duty claim.”
Default ‘Faults’?
As for the default fund selection and

Different Benchmarks
Central to Meiners’ complaint is
the allegation that the Wells Fargo funds
consistently underperformed Vanguard
funds,” noted Judge Doty, who went on to
write that “the rate of return for the Wells
Fargo and Vanguard funds are only relevant
insofar as they suggest that Wells Fargo’s
decision making process was flawed,” and
to plausibly allege a fund is underperforming, Meiners had to provide some benchmark against which the Wells Fargo funds
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enrollment structures, Judge Doty also
found these allegations “insufficient to give
rise to a breach of fiduciary duty claim.”
He noted that it wasn’t uncommon for
plans to provide a default option and that
“the fact that Wells Fargo chose affiliated
funds as the default option is, without
more, insufficient to show a breach of
its fiduciary duty.” He noted that while
“…a fiduciary’s choice of affiliated funds
is relevant in showing that the fiduciary
may have acted in its financial self-interest, Meiners must plead additional facts
showing that the fiduciary’s decision was
based on financial interest rather than a
legitimate consideration.
“Taken as a whole, the complaint
merely supports an inference that Wells
Fargo continued to invest in affiliated
target date funds when its rate of return
was lower than Vanguard, which had a
different investment strategy, and that was
more expensive than Vanguard and Fidelity
funds. These allegations do not give rise to
an inference of a breach of fiduciary duty,
and as a result, that claim must be dismissed,” Doty concluded.
Finally, since Meiners had not adequately pleaded an underlying breach of
fiduciary duty, “his breach of co-fiduciary duty and knowing participation in a
breach of fiduciary duty claims must also
be dismissed,” wrote Judge Doty, granting
the motion to dismiss and dismissing the
case with prejudice – meaning that the case
can’t be brought back to court.

‘SECOND’ CITE?

Mixed messages in 2nd university excessive fee hearing

The second of the university excessive
fee cases has gotten a hearing on motions
to dismiss — and it’s a definite case of win
some, lose some.
This suit involved Duke University,
which had been charged with a series of
fiduciary breaches, including providing
“…a dizzying array of duplicative funds
in the same investment style,” relying on
the services of four recordkeepers, carrying
actively managed funds on its plan menu
when passives were available, having recordkeeping charges that were asset-based,
rather than per participant, and not using
its status as a “jumbo” plan to negotiate
a better deal for plan participants, among
other things.
SOL ‘Stance’
In a recent hearing (Clark v. Duke
Univ., M.D.N.C., No. 1:16-cv-01044-CCELPA, 5/11/17), Judge Catherine C. Eagles
of the U.S. District Court for the Middle
District of North Carolina dismissed two
of the claims that she said were barred by
ERISA’s six-year statute of limitations, and
two others because she found that there
were “insufficient facts alleged to make
them plausible.” However, she left in place
several key arguments of the plaintiff,
including the claim that offering too many
investment options — leading to “decision
paralysis” by participants, and proliferating
options that made the investments more
expensive — could constitute a fiduciary
breach. A similar claim was dismissed last
week in a case involving Emory University,
though the Emory plans had 111 funds,
and the Duke plan more than 400. The
judge in the Emory case said that “Having
too many options does not hurt the Plans’
participants, but instead provides them opportunities to choose the investments that
they prefer.”
With regard to the engagement that
“locked” Duke in to both offering the
specified TIAA-CREF products and to using TIAA-CREF’s recordkeeping services,
Judge Eagles noted that such claims were
subject to a six-year limitations period,
shortened to three years if the plaintiff

had actual knowledge of the breach. She
noted that the plaintiffs did not allege a
specific date as to when Duke entered into
the agreement with TIAA-CREF which
“locked” Duke in to both offering the
specified TIAA-CREF products and to using TIAA-CREF’s recordkeeping services,
though “they do allege facts indicating
that Duke had entered into the arrangement with TIAA CREF by 2010.”
However, the Duke defendants noted
that the plan’s 2009 Form 5500 showed
TIAA-CREF was an “investment carrier”
in that year. The court held that the action
in question was “the locking-in provision
and Duke’s decision to “commit[] the
Plan to an imprudent arrangement,” that
allowed the plan to be “locked into an unreasonable arrangement,” and to “shackle[]the Plan,” and noted that this occurred
no later than 2009, or, considering only
the allegations in the complaint, no later
than 2010. Either way, the suit was filed
in January 2017, more than six years after
2010, and so is “…barred by the statute
of limitations, and will be dismissed.” In
the recent decision involving Emory University, a similar position was expressed,
though the plaintiffs were allowed to bring
claims based on activity that fell outside
that six-year window.
In the sixth cause of action, the Judge
Eagles noted that the plaintiffs alleged
that TIAA-CREF, VALIC, Fidelity and
Vanguard are parties-in-interest “as the
plan’s providers of investment services,”
and further that they engaged in prohibited transactions “[b]y placing investment
options in the Plan in investment options
managed by TIAA-CREF, VALIC, Fidelity,
and Vanguard.” However, she held that, to
the extent the plaintiffs are alleging that it
was a prohibited transaction to invest in
mutual funds because the entities providing the mutual funds are parties-in-interest
by virtue of making mutual funds available for investment, the statute precludes
that argument,” and that if it were on
some other basis — well, that wasn’t clear
from their amended complaint — and
thus, dismissed the claim.
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Still to Come
As for the claims that Judge Eagles
left intact, those included allegations
that hiring multiple recordkeepers (and
the expense associated with that). Judge
Eagles also allowed plaintiffs to proceed
with their claim that Duke retained the
allegedly underperforming CREF Stock
Account in the plan, noting that defendants “insufficiently explained” why that
claim should be dismissed.
A decade ago, the law firm of
Schlichter, Bogard & Denton launched
a dozen excessive fee lawsuits against a
multibillion-dollar 401(k). They launched
the latest wave last fall, including seven
in the higher education sector, both
403(b) and 401(k). N
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Lesson ‘Plan’
The case for financial literacy
BY NEVIN E. ADAMS, JD

C

alls for improved financial
literacy remain a constant
refrain as a means to help
assure the nation’s financial
security — what do NAPA
Net readers think?
In late August we asked
NAPA Net readers to weigh in on the subject
of financial literacy. Starting with how early
we should start teaching kids about finance,
more than 4 in 10 (41%) said between fourth
grade and high school, but nearly as many
(35%) put it as early as first to third grade.
Roughly one in eight thought it should come
in high school, but the rest didn’t want to
wait for school.
And, as it turns out, readers put their
thoughts into action with their own kids.
Among those with kids, 40% had started finance education between first and third grades,
7% before they had started school. “My son
is only 18 months,” noted one. “We intend
to start teaching him about saving around 2
years old with a piggy bank and with children’s
books that discuss saving.” Another said,
“I have a son but he’s not yet 2. We haven’t
decided at what age he’ll start receiving an
allowance but whatever age that ends up being
is when his financial education will begin.”
More than one in five (22%) said it had
been between fourth grade and high school,
and 9% to high school. The rest didn’t have
kids, or didn’t remember. As one reader recounted, “I really don’t know when it started.
It was more by our example and by saving
most of their birthday money each year. To
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date, they have not ever touched the principal
in their accounts. Two of them use their dividends to pay off their student loans.”
Literacy ‘Tests’
Now, to their credit, academics have
managed to work out to a fairly short and
concise list of questions (See “Quiz Biz” below) by which they claim to be able to assess
one’s financial literacy — and it’s even multiple choice. We gave readers a chance to take
that test — not surprisingly (though one never
knows going into such things) we got a 100%
pass rate. Well, except for one individual who
I am guessing deliberately picked the wrong
answers (including the true/false about whether buying a single company stock provides a
safer return than a stock mutual fund).
However, keeping in mind that in a
survey of Americans over the age of 50, only
one third got all three right, we asked readers
what they thought of the test’s ability to assess
financial literacy. The most common response
(though hardly a majority) was the 31%
who said, “That’s not exactly the questions I
would look to measure financial literacy in a
practical sense.” Just behind that — 27% —
said, “Wow, people can’t get those questions
right?” while 18% thought the assessment
seemed “pretty good” to them.
The rest — and there were a lot in that
“rest” who are probably best grouped in
the “these are ok, but…” category. Here’s a
sampling of the comments that accompanied
that response:
“I think they are good questions, but
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should have more.”
“Those are reasonable questions – but
the most fundamental task of financial literacy is to get people to stop living paycheck to
paycheck and set aside money for a rainy day
and retirement.”
“I don’t think understanding compound
interest or inflation is a very good test of
literacy. I think we need more basic understanding of Credit vs Savings to buy items.
Balancing a check book. importance of an
emergency fund etc.”
“The vast majority of Americans are
financially illiterate and will remain so,
regardless of the efforts to each them. You
can try to teach people brain surgery (or
calculus), but the results will be the same.
Lots of people who can do neither and don’t
want to learn. These questions will identify
the complete economic illiterates, but will do
little to identify those who understand these
trivial issues but will are financially illiterate
from a practical matter.”
“That doesn’t surprise me. Figured the
stats would be low.”
“Overly simplistic! There needs to be
questions assessing a person’s understanding
of credit management; planning for income
in retirement; investing, insurances, and an
element of personal responsibility thrown in,
vis-à-vis when it’s appropriate to retire and
how long you should expect your portfolio
to provide for you in retirement.”
“I think it depends on your definition of
‘financial literacy.’ If it is strictly about market/portfolio returns, then these questions

are good baselines that everyone should be
able to answer. But if being financially literate
means more than that, e.g., balancing a check
book or understanding mortgages, then the
questions are deficient.”
“This is a start, but only a start.”
And then, there was the reader who
pointed out, “It’s not fair to give a quiz if there
hasn’t been any attempt to teach the material first.” (Perhaps that was the reader who
“missed” the questions?)
What Savers Need to Know
Asked what they thought 401(k) savers
needed to know in order to be better 401(k)
savers — we got the following responses
(more than one choice was allowed):
73% – the importance of saving
64% – how to budget
64% – the impact/importance of the
employer match
59% – how to figure out how much
to save
57% – the magic of compounding
55% – the impact of inflation
27% – what a mutual fund is — and
isn’t
24% – the difference between stocks
and bonds
22% – how social security works
9% – how to pick the right target-date
fund
Other suggestions included: Saving is
a habit just like anything in life (exercising,
finding balance, etc.), Consumer debt impact
on savings, how 401(k) loans hurt, setting and
growing an emergency fund, and how long
their retirement nest egg will likely need to
sustain them and what is realistic to expect.
One Thing…
Asked if they could ensure that the participants they work with knew just one thing
about saving/finance, readers offered a wide
range of suggestions. Here’s a sampling:
• The story of the ant and the grasshopper.
• Benefits of compounding.
• The golden rule of personal finance —
spend less than you earn and invest the
difference wisely.
• Spend less than you make — and invest
(or save) the rest.
• It is a necessity, not a choice.
• The power of compound interest — as
Einstein said, it is “the 8th wonder of the
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world”!
Spend less than you make.
Start early and when you get side-tracked,
start over as soon as possible to get yourself back on track.
Starting today is the best thing you can
do.
The power of compounding.
How to budget.
Save now, spend later.
Make it a habit.
Start early — makes a huge difference
It’s as important as your diet and exercise.
Understanding market volatility and
averages of the stock market over the
long term.
Pay yourself first.
Save enough.
No one else is going to do it for them.
They must take responsibility and learn
the basics. If not, find a trusted advisor.
Put away lots of money; let someone else
manage it; don’t panic when the market
tanks (as it always does and will).
The magic of compounding
The importance of saving throughout
your lifetime so you don’t end up old and
broke.
How much to save.
Impact of inflation.
Start saving as soon as possible, even
if it is a small amount. You can always
increase it later on.
The duration of your need for retirement
income is probably substantially longer
than you realize, so they need to be cautious about drawing it down too early or
too aggressively.
Pay yourself first.
The benefits of starting early and compounding over life.
Start saving early, avoid debt and live
below your means.
Begin saving early in your career to help
you live comfortably in your retirement.
Start early.
How to become a true saver; we can
teach them how to be an investor later.
Save early, save a lot. You don’t want to
have to work until you die, do you?
Start saving early.
Nobody will do it for you.
Saving today will help save you tomorrow.
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(Other) Reader Comments
As you might expect, we got a lot of
reader comments on the subject, including
these:
It needs to come from both home and
school. Home helps with spending, earning
and saving components. Making theory
practical.
I believe that the fundamentals of
financial success need to be taught early —
deferred gratification, living within your
means, buying based on value and not the
perception in society.
It would be good to teach appropriate
debt/income ratios.
Parents have got to stop hiding their
financial struggles from their kids. They
are dooming their kids to repeating their
mistakes.
This is critical and should not be
added to core curriculum as a last measure,
budgets permitting. It’s ironic that this curriculum is often cut due to budgeting.
It needs to be earlier and continuously a
part of the education process year after year.
Having grown up with parents who
taught me the value of money and saving
as early as I can remember, it never
occurred to me all children don’t get
that education. Now I see generations of
people, young and old, who don’t understand how harmful debt can be and the
benefits of saving for the future. It took a
recession and younger people seeing their
parents devastated financially to wake
up and look around. Let’s do what we
can to prevent that event again, because
there is always another recession on the
horizon.
It needs to be mandatory in school
every year.
It needs to be a core class in high
school and any college.
Schools should all require financial
literacy as a core curriculum. HS — 1 credit
to graduate.
I do think that the workplace should
have some avenue by which employees can
be financially educated; and it should be
mandatory. Not all workplaces can afford
to sponsor a DB or DC plan, but they
may be able to offer a couple of hours of
employee education.
(FULL DISCLOSURE: I am actually
working on a financial literacy curricu-
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lum, as we speak, so I am somewhat biased
here.) People consume financial knowledge
on a need to know basis; therefore I believe
the delivery system needs to be ‘on demand’
as they stumble across a need. For example,
you could waste a lot of time and energy
teaching school kids about how to look for
a home mortgage or evaluate a credit card
offer, but until they need those services they
will not be motivated to learn the information. The financial literacy curriculum therefore needs to be piece-meal, so people can
go learn the piece they need right now, and
it needs to be delivered in an ‘on-demand’
way, perhaps through a YouTube channel or
some other webinar fashion.
I think kids should have financial literacy as early as possible. Definitely in elementary school, even if it is just one per year. In
high school I think every child should be
required to take at least two financial literacy
classes to prepare them to make smart financial choices before they graduate.
Education isn’t enough. I think there are
many of us who can say we understand the
concepts but frequently still make the wrong
decisions with our money. It takes a lot of
willpower to choose saving when you’re

bombarded by ads stating you deserve the
best and should have it now; they even make
it easier sometimes by offering 0% financing
or great rebates. Our culture needs to change
if we’re going to increase people’s preparedness for retirement.
It is a numbers game of touching as
many people as possible to create a more
stable economic environment for them.
I strongly believe it starts at home.
Responsibility starts at home. Schools role is
to teach (or reinforce) the basics (learned at
home first) and other financial basics (those
not learned at home.).
It should be required in all schools.
It would help if it were ingrained in us
from an early age how much we are going
to need for retirement and what it’s going to
take to get there. The importance of starting
early cannot be stressed enough.
Financial literacy won’t solve the majority of the financial problems in our country,
but it will help reduce the number of people
taken advantage of by certain companies/
people.
Thanks to everyone who participates in
our weekly NAPA Net Reader Poll! N
Here’s the quiz that Olivia S. Mitchell

QUIZ ‘BIZ
of the University of Pennsylvania’s
Wharton School and Annamaria Lusardi of the George Washington University School of Business have been using
to assess individuals’ basic financial
savvy.
1. Suppose you had $100 in a savings
account and the interest rate was 2% per
year. After five years, how much do you
think you would have in the account if you
left the money to grow?
A. More than $102
B. Exactly $102
C. Less than $102

savings account was 1% per year and
inflation was 2% per year. After one year,
how much would you be able to buy with
the money in this account?
A. More than today
B. Exactly the same
C. Less than today
3. Please tell me whether this statement is
true or false: “Buying a single company’s
stock usually provides a safer return than
a stock mutual fund.”
True
False
(Not that you’ll “need” them, but the correct
answers are A, C, and False.)

2. Imagine that the interest rate on your
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Thanks to everyone who
participated in our NAPA Net reader
poll! Got a question you'd like to
run by the NAPA Net readership?
Email me at
nevin.adams@usaretirement.org

R E G U L A T O R Y

R E V I E W

Regulatory Review
Not only does the ultimate status of the Labor Department’s
applicability date for the full Best Interest Contract Exemption (BIC)
remain in question (though, as we head to press, it looks like it will be
later rather than sooner), the past several months have brought to the
fore a new fiduciary regulation for Nevada-based advisors, and some
welcome news on 408(b)(2) requirements…
BY NEVIN E. ADAMS, JD

01

Preempt ‘Shun’?
The American Retirement Association (ARA) weighs in on Nevada fiduciary law

T

he American Retirement Association, the parent organization
of NAPA, has filed a comment
letter raising concerns about
the application of a new fiduciary regulation in the state of

Nevada.
The comment letter includes a legal
analysis conducted by the law firm of
Trucker Huss that concludes that courts
would find that the Nevada statute is
preempted by ERISA to the extent it seeks
to regulate financial advisers who provide
services to a retirement plan governed by
ERISA, to the plan’s fiduciaries and/or to
the plan’s participants or beneficiaries.
Background
Nevada Senate Bill 383, signed into
law by Gov. Brian Sandoval (R) on June
2, revises the Nevada Securities Act to
mandate that any “broker-dealer, sales
representative, investment adviser or
representative of an investment adviser
shall not violate the fiduciary duty toward
a client” imposed by another statute,
NRS 628A.010, which imposes the “duty
of a fiduciary” on all financial planners.
However, Senate Bill 383 also modifies

Courts would find that
the Nevada statute is
preempted by ERISA to
the extent it seeks to
regulate financial advisers who provide services
to a retirement plan
governed by ERISA.”
the definition of “financial planner” to
remove what had been an exclusion from
that category for broker-dealers and their
representatives and investment advisers and
their representatives.
After outlining the provisions of the
Nevada statute, the comment letter submitted by the American Retirement Association
provides a brief history of ERISA’s regulation of fiduciaries, as well as the reach and
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bounds of ERISA’s general preemption
provision (which, simply stated, holds
that the federal law supersedes any and
all state laws as they relate to employee
benefit plans).
The letter concludes by expressing
the belief that “courts would find that
Nevada law, as amended by [Senate Bill
383], would be preempted by ERISA to
the extent it relates to services provided
by a ‘financial planner’ to an employee
benefit plan governed by ERISA, the
fiduciaries of an ERISA plan and/or the
plan’s participants and beneficiaries.”
Similarly, it states that any state-law
claims relating to those services would
also be preempted.
The letter suggests that it would be
prudent for the regulators overseeing
implementation of the new law to “expressly exempt services provided to an
ERISA-governed employee benefit plan,
the fiduciaries of the plan and/or to the
plan’s participants and beneficiaries from
the reach of Nevada law as amended, in
recognition of the preemption of that law
in this regard by ERISA.”
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‘Pull’ Tab
DOL pulling back on 408(b)(2) guide project

In late August the Department of
Labor removed a regulations project from
its previously published DOL regulatory
agenda list.
That Obama administration rulemaking would have amended the disclosure
provisions in the 408(b)(2) regulations
to require covered service providers to
furnish a guide or similar tool along with
the disclosures. The DOL had noted that a
“guide or similar requirement may assist
fiduciaries, especially fiduciaries to small
and medium-sized plans, in identifying and

03

understanding the potentially complex
disclosure documents that are provided
to them, or if disclosures are located in
multiple documents.”
However, the filing notes that withdrawal of an entry does not necessarily
mean that the Employee Benefit Security
Administration (EBSA) will not proceed
with the rulemaking in the future. Rather,
it explains that withdrawal “allows EBSA
to assess the subject matter further and
determine whether rulemaking in this
area is appropriate,” and that following

such an assessment, “EBSA may determine that rulemaking is appropriate.”
If that determination is made, this or a
similar matter will be included in succeeding semiannual agenda, according to
the notice.

Mirror, Mirror
DOL fiduciary guidance mirrors ARA/NAPA GAC’s 408(b)(2) recommendation

In August the Labor Department issued
a new set of FAQs on the fiduciary regulation that embrace the recommendations
made by the ARA/NAPA Government Affairs Committee (GAC) in a recent comment
letter.
To recap, the 408(b)(2) regulation
requires certain service providers to
ERISA-governed retirement plans (including advisors) to make disclosures to plan
fiduciaries of their services, compensation
and “status,” in the case of the latter if
they were fiduciaries under ERISA and/
or the securities laws. Up until now, many
broker-dealers had taken the position that
they were not fiduciaries and therefore did
not need to make the fiduciary disclosure.
Or had until the fiduciary regulation’s June
9 applicability date, after which many may
find their status changing which would then
require an update to the 408(b)(2) disclosure.
Generally, a covered service provider must provide an update to the 408(b)
(2) notice when there is a change in the
information that was previously disclosed.
The update must be given within 60 days
of the service provider being “informed”
of the change. (Although it is not entirely
clear what it means to be “informed” of a
change, the FAQs indicate it would be no
earlier than the June 9 applicability date.)
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If, however, there are extraordinary circumstances beyond the service provider’s
control that preclude distribution within
the normal 60-day period, the updated
notice must be provided “as soon as practicable.”
The ARA/NAPA GAC submitted a
comment letter on June 22, 2017, recommending that the DOL specifically acknowledge that the circumstances surrounding the fiduciary regulation and its
ongoing review constitute “extraordinary
circumstances beyond the covered service
provider’s control.” And that is precisely
what the DOL did in the latest round of
FAQs. Quoting directly from FAQ 1:
“[T]he Department believes that the
broad range of service providers who may
have experienced changes in fiduciary status as a result of the Fiduciary Rule taken
together with the uncertainty regarding
the substance and timing of the Department’s past decision on whether to delay
the applicability date of the Fiduciary Rule
and related exemptions, constitute a unique
and extraordinary circumstance beyond the
control of current plan service providers
that makes a 60-day disclosure period for
changes in required 408(b)(2) regulation
disclosures impractical and unreasonably
short, at least for a significant percentage
of affected service providers. Accordingly,
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in the Department’s view, covered service
providers will be in compliance with the
timing of the ‘change in fiduciary status’
disclosure requirement in the 408b-2
regulation if they disclose such change,
or make a transition period disclosure
described above, as soon as practicable
after June 9, 2017, even if more than 60
days after June 9, 2017.”
The FAQs do not illuminate the
meaning of “as soon as practicable.” As
result, it will be an individual determination that will depend on the specific facts
and circumstances. One would hope and
expect DOL will be understanding in
any enforcement activity related to this
requirement.
The guidance is good news and provides needed clarity. The DOL should be
commended for its quick response to the
concerns raised by ARA/NAPA GAC with
regard to this issue.
Other Answers
One of the questions posed by the
Labor Department in its fiduciary regulation RFI was whether encouraging
plan participants to either contribute, or
to contribute more, to their retirement
plans – albeit without recommending any
particular investment or investment strategy would constitute fiduciary investment

R E G U L A T O R Y

advice under the fiduciary rule.
In the FAQs, the Labor Department
said it would not, “provided that the
information and materials do not include
recommendations with respect to specific
investment products or recommendations
with respect to investment management of
a particular security or other investment
property.”
They also provided four “illustrative
examples of such communications.”

R E V I E W

Similarly, the Labor Department said
that it would not be considered investment advice under the fiduciary rule if
a person makes recommendations or
suggestions to a plan administrator or
other plan fiduciary relating to methods
to increase employees’ participation in, or
level of contributions to, an ERISA plan
— as long as the information and materials do not include recommendations with
respect to specific investment products or

recommendations with respect to investment management of a particular security
or other investment property — even in
cases in “which the recommendation is
based on specific attributes of the plan or
its demographics, such as correlations between participation or contribution rates
and specific participant attributes.”

and broker-dealers and related matters. “I
believe clarity and consistency — and, in
areas overseen by more than one regulatory body, coordination — are key elements
of effective oversight and regulation,” he
wrote.
“Retail investors” shows up repeatedly
in the letter and in the long list of potential
areas for comment contained therein — but
“retirement” is mentioned only once, early
on: “Given the significance of these issues
— in particular, for retail investors looking
to save for the things that matter most to
them, including homeownership, education,
and retirement — I look forward to robust,
substantive input that will advance and
inform the SEC’s assessment of possible
future actions.”
Clayton noted that there had been “significant developments in the marketplace
since the Commission last solicited information from the public in 2013,” citing “fi-

nancial innovations, changes to investment
adviser and broker-dealer business models,
and regulatory developments — including
the issuance and pending applicability of
the Department of Labor’s Fiduciary Rule.”
Clayton went on to state that, “In light of
these developments, I believe an updated
assessment of the current regulatory framework, the current state of the market for
retail investment advice, and market trends
is important to the Commission’s ability to
evaluate the range of potential regulatory
actions.”
Clayton then referenced an online form
and email box “for members of the public
to make their views on these issues known
publicly in advance of any future Commission action,” and proceeded to outline
a long list of questions — in addition to
whatever information is on the public’s
mind — that he is seeking input on.

‘Fray’ Ray
The SEC (re)enters the fiduciary fray
In affirming the June 9 applicability
date of the fiduciary regulation, Secretary of
Labor Alexander Acosta expressed a desire
for the Securities and Exchange Commission to reengage on the issue. It looks like
he’s going to get his wish.
As part of a call for public comment,
new SEC Chairman Jay Clayton noted that
the Department of Labor’s fiduciary rule
“may have significant effects on retail investors and entities regulated by the SEC,”
and “also may have broader effects on our
capital markets” — and that “many of these
matters fall within the SEC’s mission of
protecting investors; maintaining fair, orderly, and efficient markets; and facilitating
capital formation.”
He then said that he welcomed the
Labor Department’s invitation to “engage
constructively” as the SEC moves forward
with its examination of the standards of
conduct applicable to investment advisers
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Suit ‘Case’?
Morningstar posits a BIC litigation alternative

Morningstar’s April 2017 response to
the Labor Department’s request for proposal contains an intriguing proposal of its own
— one that it says “could promote a best
interest standard in lieu of using a private
right of action framework.”
In addition to comments largely supportive of the fiduciary regulation and its
implications for investors and the industry,
Morningstar took advantage of the opportunity to comment on the Labor Department’s proposed delay of the applicability

date of the fiduciary rule to put forth a notion of a better way to ensure that financial
institutions comply with the new standards,
“instead of using a private right of action.”
Specifically, Morningstar has pitched
the notion of:
• collecting data on all clients’ portfolios
across several objective factors;
• quantifying whether these portfolios
aligned with a best interest standard of
advice; and
• using this large set of data to identify

F A L L

and remediate issues.
For example, Morningstar says that
each client’s portfolio could be scored on
key factors such as:
• Investment quality, which could be
measured using a quantitative fund
rating, and expenses at the security,
portfolio, and plan level.
• Asset allocation and “fit to goal,” which
could be evaluated based on portfolio
efficiency and distance from a riskbased benchmark.
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N A P A - N E T. O R G

79

R E G U L A T O R Y

•

The value of advice, which could be
evaluated based on key factors such
as whether an advisor considered risk
tolerance and capacity, human capital,
goals, other income sources, and dynamic withdrawal strategies in designing a client’s investment strategy.

Big Data
The proposal explains that a third
party that evaluated the aggregate data
from thousands of portfolios could ensure
that a financial institution’s advisors
consistently acted in clients’ best interests.
Moreover, that “prudent process such as
the one described, combined with aggregate account-level data, could show that
each investment, each portfolio, and each
plan is within acceptable bounds for every
investor advised by a firm,” and could also
validate that any investment, portfolio,
or plan that is “out of bounds” has been
brought into compliance through corrective action.

R E V I E W

Morningstar goes on to explain that
systems such as this could “…replace the
likely or potentially skewed samples used in
lawsuits or standard audits, which sample
a subset of accounts” and provide, via a
“big-data audit,” a positive affirmation of
compliance. “That is, instead of having a
financial institution responding to a lawsuit
by 1) proving that the class of plaintiffs did
not receive conflicted advice and 2) that if so,
their experience was an exception, the financial institution would pre-emptively prove
full compliance.”
The proposal states that using such data
and analytics, every investor’s account would
be scored to identify those that are outliers or
nonconforming to investor needs in terms of
investment quality, portfolio fit and planning value. “Provided there was a standard
of prudence and reasonableness, a financial
institution could at any time provide that its
entire book of business was either compliant
or being brought into compliance.”

Litigation Costs
Indeed, whatever benefits may
result from the new fiduciary regulation,
expanded litigation is a near certainty.
Morningstar has estimated that the expenses from class action lawsuits stemming from the Best Interest Contract Exemption could range from approximately
$70 million to $150 million annually,
“adding an increase in compliance costs
of about 5%-10% using the department’s
estimates,” while noting that they “could
be quite a bit higher in the near term as
firms adjust to the rule and set up systems
to determine, demonstrate, and document
best interest recommendations.”
“The idea of substituting an audit
for the potential class action liability
is an idea definitely worth exploring,”
noted American Retirement Association
CEO Brian Graff. “Frankly, any idea that
is a substitute for the likely crippling
impact of class action liability is worth
exploring.”
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C are About You and Your Practice
More than 200 firms have stepped up with their check books, business intelligence, and “can do” attitude to support NAPA, the only organization
that educates and advocates specifically for plan advisors like you. NAPA is grateful for its Firm Partners. We hope you appreciate them too.
(k)ornerstone 401k Services
401(k) Rekon
401(k) Marketing
401KSECURE/DC Plan Insurance
Solutions, LLC
AB
Acceleration Retirement
Actuarial Ideas, Inc.
ADP Retirement Services
Advisor Group
Alliance Benefit Group National
Allianz Global Investors Distributors
American Century Investments
American Funds
American Trust Retirement
Ameritas
AQR Capital Management, LLC
Artisan Partners
Ascensus
Aspire Financial Services
AXA Equitable
Axia Advisory
BAM Advisor Services
Bank of America Merrill Lynch
Benefit Trust Company
Betterment for Business
BlackRock
Blue Prairie Group
BlueStar Retirement Services
BMO Retirement Services
BNY Mellon Asset Management
BPAS
BridgePoint Group, LLC
Burrmont Compliance Labs LLC
Cafaro Greenleaf
Cambridge Investment Research, Inc.
Cannon Capital Management Inc.
CapTrust Advisors, LLC
CAPTRUST Financial Advisors
CBC Retirement Partners
CBIZ Financial Solutions, Inc
CBS Funding, Inc.
Center for Fiduciary Management /
FiRM
Cetera Fianancial Group
CG Financial Services
Charles Schwab & Co.
Clearview Advisory
CLS Partners Retirement Services
Clutinger, Williams & Verhoye, Inc.
Cohen & Steers Capital Management
Colonial
Columbia Threadneedle Investments
Commonwealth Financial Network
Compass Financial Partners
Conover Capital Management, LLC
Cooney Financial Advisors, Inc
Cornerstone Trading Corp
CoSource Financial Group, LLC
CUNA Mutual Retirement Solutions

Deane Retirement Strategies, Inc.
Deutsche Asset Management
Dietrich & Associates, Inc
Direct Retirement Solutions
DWC ERISA Consultants, Inc.
EACH Enterprise, LLC
Efficient Plan, LLC.
Eagle Asset Management
EHD Advisory Services, Inc.
Empower Retirement
Enterprise Iron FIS, Inc.
Envestnet Retirement Solutions
Executive Compensation Planners, Inc
Federated Investors
Ferenczy Benefits Law Center LLP
fi360
Fidelity Investments
Fiducia Group, LLC
Fiduciary Advisors, LLC
Fiduciary Benchmarks
Fiduciary Consulting Group, Inc
FiduciaryVest
Fiduciary Wise, LLC
Fiduciary Wise of the Midwest, LLC
First Eagle Investment Management
First Heartland Capital, Inc
FIS Wealth & Retirement
Fluent Technologies
Franklin Templeton
Galliard Capital Management
Global Retirement Partners
GoldStar Trust Company
Gordon Asset Management, LLC
Gray, Gray & Gray, LLP
Gross Strategic Marketing
GROUPIRA
HighTower Advisors
Independent Financial Partners
InspiraFS
Institutional Investment Consulting
Integrated Retirement Initiatives
InTrust Fiduciary Group
Invesco
IRON Financial
J.P. Morgan Asset Management
Janus Capital Group
John Hancock Investments
John Hancock Retirement Plan Services
Judy Diamond Associates (ALM)
July Business Services
Karp Capital Management
Kelly Financial, Inc
LAMCO Advisory Services
Latus Group, Ltd.
LeafHouse Financial Advisors
Legacy Retirement Solutions, LLC
Legg Mason & Co. LLC
Lincoln Financial Group
LPL Financial
M Financial Group

Manning & Napier Advisors LLC
Marietta Wealth Management
Mariner Retirement Advisors
Marsh & McLennan Agency of
New England
MassMutual Retirement Services
Matrix Financial Solutions
Mayflower Advisors, LLC
MCF Advisors
Mesirow Financial
MFS Investment Management
Company
Milliman
Morgan Stanley
Morley Financial Services, Inc.
MPI (Markov Processes International)
Multnomah Group, Inc.
Mutual of Omaha Retirement Services
NAPLIA
Natixis Global Asset Management
Nationwide Financial
National Planning Holdings, Inc.
Neuberger Berman
New York Life Investment
Management, LLC
NextCapital
NFP Corp
Nicklas Financial Companies
Nicolet National Bank
North American KTRADE Alliance
NovaPoint Capital, LLC
Nuveen Investments
OneAmerica
OppenheimerFunds
PAi
Paychex, inc
Perspective Partners, LLC
Penchecks, Inc.
Penn Investment Advisors
Penniall Retirement Advisors
Pension Consultants, Inc.
Pension Resource Institute, LLC
Pensionmark
Pentegra Retirement Services
PIMCO
Pioneer Investments
Plexus Financial Services, LLC
Precept Advisory Group
Principal Financial Group
Principled Advisors
ProCourse Fiduciary Advisors, LLC
Prudential
Putnam Investments
Raymond James
RCM&D
Resources Investment Advisors
Retirement Leadership Forum
Retirement Learning Center
Retirement Plan Advisors Ltd
Retirement Plan Consultants

Retirement Planology
Retirement Resources Investment Corp.
Retirement Revolution
RidgeWorth Investments
Rogers Wealth Group Inc.
Roush Investment Group
RPS Retirement Plan Advisors
RPSS
Sage Advisory Services Ltd Co.
SageView Advisory Group
Saturna Trust Company
Saunders Financial
SaveDaily.com
Schlosser, Fleming, & Associates LTD
Securian Retirement
Shea & McMurdie Financial
ShoeFitts Marketing
Signator Investors
Slavic401k
SLW Retirement Plan Advisors
Soltis Investment Advisors
Spectrum Investment Advisors
Stiles Financial Services, Inc
Strategic Insight
StratWealth
Streamline Partners
Summit Benefit Solutions, Inc
Sway Research, LLC
T. Rowe Price
TAG Resources, LLC
TD Ameritrade
The 401k Coach Program
The Pacific Financial Group, Inc
The Rosenbaum Law Firm P.C.
The Standard
Thornburg Investment Management
TIAA
Titan Retirement Advisors, LLC
Touchstone Retirement Group
Transamerica
TRAU
Troutman & Associates, Inc.
Trust Builders, Inc.
Trutina Financial
Tsukazaki & Associates, LLC
Twelve Points Retirement Advisors
Two West Advisors
Ubiquity Retirement & Savings
UBS Financial Services
Unified Trust Company
Vanguard
Vantage Benefits Administrators
Victory Capital
Vita Planning Group
VOYA Financial
V-Rooms
vWise, Inc.
Wagner Financial
Wells Fargo Advisors

*as of May 24, 2017

Shouldn’t your firm be on this list and enjoy the benefits of NAPA Firm Partnership?
To learn more contact SAMTeam@usaretirement.org
www.napa-net.org

Celebrating
excellence
in 401(k) plan
administration
John Hancock has declared
October 17th National TPA Day®
Are you leveraging the expertise of a TPA
to help you win plans and retain business?
A TPA adds a wealth of knowledge and value by:

•
•
•

designing customized plan solutions to improve outcomes;

•

delivering best-in-class service for your plans, boosting
retention and saving you time;

•

providing local market insights and referral opportunities.

staying on top of legislative and regulatory changes;
offering compliance expertise and ensuring ongoing plan
obligations are met;

Join us in recognizing plan
consultant professionals
for all they do to help
make 401(k) plans work
the way they should.
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