
Plan Providers Should Encourage 
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There are so many issues in advising 
retirement plan sponsors in your role 
as a retirement plan provider that you 

may forget a thing or two that could help 
your clients and you in the long run. One 
facet of the business that rarely any provid-
ers consider is encouraging plan partici-
pants to rollover 401(k) balances from their 
previous employer plans 
as well as Individual Re-
tirement Account (IRA) 
balances. Many provid-
ers don’t want the has-
sle, but there are many 
reasons why you should 
consider encouraging 
plan participants to roll-
over assets into a 401(k) 
plan you advise on.

More assets is a good 
thing

It doesn’t take much to 
realize that by soliciting 
participants to rollover 
assets to a 401(k) plan, 
that will increase the 
plan assets of the plan. 
That is, of course, ben-
eficial to you in a num-
ber of ways. First off, if 
you get paid based on 
a percentage of assets, 
that’s more money in 
your pocket. If you don’t 
get paid based on the 
assets, it will certainly 
help the plan in pricing 
as administrative ex-
penses lower in relation 
to a percentage of assets as the plan grows 
larger, at least that is what is supposed to 
happen. A larger plan may also allow in-
stitutional share pricing of the investment 
options offered under the Plan. So increas-
ing plan assets through participant roll-
overs is something that will help the plan 
and may also help you with the bottom line.

Participants often forget their old plan 
accounts

Speaking as an ERISA attorney with 19 
years of experience in terminating retire-
ment plans, I can attest that former employ-
ees often leave their accounts in their old 
employer’s plan and forget about it. While 
it’s agonizing on the old employer in trying 

track down former participants, it’s more 
problematic for the former participant who 
is now participating in the plan you’re pro-
viding services to. The reason it’s a prob-
lem because former participants rarely 
exercise any control over the investments 
they directed under their old employer ac-
counts. So something as simple as rebal-

ancing isn’t done. Also, former plan partic-
ipants often don’t get the necessary notices 
advising them of any investment changes 
such as fund mapping that their old plan 
may be going through. So too many par-
ticipants have assets at a former employer 
where they are letting languish without the 
necessary tools to make meaningful and 

wise investment deci-
sions. So keeping all 
retirement plan assets 
under the current em-
ployer retirement plan 
is an effective way for 
a plan participant to ex-
ercise meaningful con-
trol of their retirement 
assets. So by soliciting 
participants to rollover 
assets from old plans, 
you’d be actually do-
ing a favor to partici-
pants by getting them 
to make the transfer. 

Participants often 
don’t get any help 
with IRA accounts

While we know that 
participants get no 
guidance from the re-
tirement plan assets 
at their former em-
ployer’s plans, often 
participants get no help 
with any or all of their 
IRA accounts. While 
many IRA holders 
work with a broker or 
registered investment 

advisor, many just don’t. Many don’t use 
an advisor because they want to do it on 
their own by opening up an account direct-
ly with a mutual fund company or discount 
brokerage house and many just don’t have 
big enough IRA accounts balances that a 
financial advisor would want to manage 
their account. My grandmother had an 
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IRA account balance 
at the bank and those 
were the days were all 
contributions were de-
ductible and a Certifi-
cate of Deposit would 
pay almost 9%. Un-
less a participant has a 
good understanding of 
plan investments, they 
are often lost without 
the help of a financial 
advisor. So again, if 
you’re a financial ad-
visor, getting partici-
pants to rollover their 
IRA assets is a good 
way for them to have 
professional financial 
help that they didn’t 
get with their roll-
overs. If your work 
is on the administra-
tion side of things 
such as being a third 
party administrator 
(TPA), participants who are IRA holders 
may be better off with your online system 
of making investments and getting state-
ments with all of their retirement plan 
assets on one set of papers than hand-
fuls of statements from other providers.

It’s a great way to avoid the minimum 
distribution requirements

One of the major advantages of parking 
money in a qualified retirement plan is the 
rule since 1997 that allow non-owners of 
the employer only to be required to take 
out minimum distributions at actual retire-
ment, even if it’s past 70½. Traditional and 
rollover IRA holders need to start taking 
out minimum distributions from their IRA 
accounts by the April 1st of the year fol-
lowing the year that they attain age 70½. 
With many in our workforce still working 
in their 70s because they want to or have 
to, that minimum distribution requirement 
can be a pesky thing to have to deal with. 
So plan participants who aren’t 5% owners 
in their mid to late 60s can rollover their 
rollover and traditional IRA accounts into 
their employer’s retirement plan and avoid 
the minimum distribution requirements 
once they hit the magic age of 70½. Keep 
in mind that any distribution on or after 
the January 1st of the year the participant 
will attain age 70 1/2 would still be consid-
ered subject to the minimum distribution 
rules. This is a great selling point and it’s 

amazing that plan providers don’t use this 
as a great tool to encourage participants 
to rollover their rollover and traditional 
IRA assets so that they can defer mini-
mum distributions until actual retirement 
after age 70 ½. Headaches and taxes may 
be saved by rolling over these IRA assets 
into the employer’s retirement plan before 
the minimum distribution rules kick in. 

It’s a great way around the Roth IRA 
income limits

A Roth IRA is a great savings vehicle for 
those that can afford it whether they have 
the money for it and/or they don’t make 
too much money to convert it. Individu-
als who earn less than $135,000 ($199,000 
for couples) (these are all 2018 limits) are 
eligible to make Roth IRA contributions in 
2018, and Roth IRA eligibility is phased 
out for those with incomes above $120,000 
($189,000 for couples). So people who 
make too much money are phased out of 
Roth IRAs that allow for tax-free retire-
ment earnings. Individuals who make more 
than those limits. While there are income 
limits on contributions to a Roth IRA, there 
are no limits on converting a Roth IRA. So 
high income participants could use their 
employer’s 401(k) plan as a method for a 
backdoor Roth IRA through a conversion 
of traditional and rollover IRA assets as 
well as allowing for the tax-deferred 401(k) 
account balances to be converted into a tax 

free Roth account within 
the same very 401(k) 
account if the plan al-
lows it. I’m not going 
to bore you with all the 
details of Roth conver-
sion strategies, but this 
should be a discussion 
point with a plan’s high-
income earners who may 
want the benefits of tax-
free retirement savings.

The employer’s retire-
ment plan may be less 
expensive

There has been so 
much discussion over 
retirement plan expenses 
over the last 10 years or 
so with regulations re-
quiring fee disclosure to 
be implemented in 2012. 
With all the discussion 
over 401(k) plan fees, no 
one discusses many of the 

high costs associated with IRA accounts. If 
an IRA is invested in investment options 
with a load or an inexpensive insurance 
based/annuity based product, an IRA hold-
ers may find less expensive investments 
offered under an employer’s retirement 
plan. Of course, IRA holders who don’t 
use any type of financial advisor pay less, 
but there are so many IRA holders that are 
paying through the nose on fees and don’t 
realize it. Rolling over plan assets to the 
employer’s retirement plan can be a way 
to cut down on high investment expenses. 


