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How do I recognize, and avoid,
key risks associated with my
company’s 401(k) plan?
By Phil Webb
In 2013, 75 percent of the 401(k)
plans audited by the Department of
Labor (DOL) had fines or penalties
levied against them for plan errors.
The average fine was $600,000.
Additionally, 88 corporate officers,
directors or service providers connected to flawed plans faced criminal
charges for fiduciary breaches.
The individual charges were
made because under the Employee
Retirement Income Security Act
(ERISA), any person who exercises
control or discretion over a plan is
considered a fiduciary. That means
that you, as a business owner, might
be held personally liable for fiduciary breaches in connection with
your firm’s retirement plan.
To avoid a similar fate, employers
offering this popular employee benefit must be vigilant about following
the laws and regulations guiding
401(k) plans.
Avoid common errors. 401(k)
plans have become increasingly
complex. Staying in compliance with
many of the new regulations is not
often easy for a plan sponsor. Common 401(k) plan errors include:
• Failure to follow the plan document’s definition of eligible compensation
• Failure to submit payroll contributions in a timely manner
• Failure to follow the investment
policy statement

• Exclusion of eligible employees
from the plan
• Improper administration of
hardship withdrawals
• Failure to update the plan
document
• Failure to follow the loan policy
Overall, the best way to manage
risk with your 401(k) plan is to form
a plan committee, document and
follow all policies and procedures
while maintaining written records.
Disclose all plan fees. Fee disclosure regulations that took effect in
2012 require more involvement by
the plan sponsor. Specifically, you
must distribute notices to all participants informing them of the fees
assessed against their accounts.
Additionally, the burden is on the
employer to assess 401(k) plan fees
and determine their reasonableness.
Failure to take any of these steps
could result in a prohibited transaction for the plan. In a worst-case
scenario, that failure could in turn
disqualify the plan for tax purposes.
Outsource to experts. Many
employers opt to outsource some
key fiduciary responsibilities. In
fact, the DOL recommends that if
you as a plan sponsor do not have
expertise in a certain area, you hire
a third-party expert.
In general, most of the functions associated with a plan’s
administration fall under ERISA’s

3(16) fiduciary guidelines. There
are independent firms that act as
the named plan administrator
and fulfill many of the day-to-day
duties of running a plan. There
are, however, significant differences in the scope of the services
these firms perform. Make sure
you understand exactly what
duties an outsourcing company
accepts responsibility for before
engaging it.
Understand third-party liability.
From an investment standpoint,
you can also outsource significant
liability to a qualified expert.
You must, however, ensure that
any advisor you engage on behalf
of your plan acts in a fiduciary
capacity. Then get that acknowledgment of responsibility in writing. A
fee-based 3(38) fiduciary can provide significant fiduciary protection
and deliver investment advice to
your employees.
Also note that regardless of how
many experts you hire, your offer
of a 401(k) plan means that you
still retain some liability as the
plan sponsor.
By taking the appropriate steps
to meet your responsibilities and
running the retirement plan in
accordance with all laws governing
it, you will have peace of mind,
while providing your employees
with a welcomed benefit.
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“By taking the appropriate steps
to meet your responsibilities and
running the retirement plan in
accordance with all laws governing
it, you will have peace of mind,
while providing your employees
with a welcomed benefit.”
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You can reach any member of our team at 512.918.0000.
We look forward to speaking with you.
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—Phil Webb
T H E L A S T B OOK I R E A D…

Save More Tomorrow by
Shlomo Benartzi

W HAT M AKES A G O O D C L I ENT...

A good client is someone who sees
value in the solutions you provide.

WHAT’S O N M Y D ESK…

Lots of business cards, pens,
highlighters, a few coasters and a
picture of my family

About Richard P. Slaughter Associates

I L L U S T R AT I O N B Y K E V I N S P R O U L S

Richard P. Slaughter Associates is a leading wealth management and financial planning firm which specializes
in working with high net worth individuals, entrepreneurs and families. And through its subsidiary, RPS
Retirement Plan Advisors, the firm delivers 3(38) fiduciary advisor services to corporate retirement plans.
Slaughter Associates cultivates a comprehensive financial relationship with its personal and corporate clients by
delivering expertise in financial planning and asset management, and building a healthy retirement plan focused
on retirement readiness and fiduciary compliance. The result is a holistic approach that is unique in a financial
industry that is often segmented and outsourced. By committing to these important components, Slaughter
Associates and RPS Retirement Plan Advisors chart a path to reach the individual financial goals of its clients.
With offices in both Austin and the Dallas-Fort Worth Metroplex, Slaughter Associates has been recognized by
NABCAP as a Premier Advisor and given exemplary status for expertise in personal risk management.
Assets Under Management
$370 million (as of 3/31/14)

Compensation Method
Asset-based and hourly fees

Largest Client Net Worth
$20 million

Professional Services Provided
Planning, investment advisory and money management services

Minimum Fee for Initial Meeting
None required

Primary Custodians for Investor Assets Charles Schwab & Co.,
Pershing, a BNY Mellon Company and TD Ameritrade

Minimum Asset Requirement
$500,000 (investment services)

Association Memberships
CFA Institute, CFA Society of Austin, Financial Planning Association,
The National Association of Personal Financial Advisors

Website www.slaughterinvest.com
www.rpsplanadvisors.com

Richard P. Slaughter Associates Inc.

Email phil@rpsplanadvisors.com

13809 Research Boulevard, Suite 905, Austin, TX 78750
WORTH.COM
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