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6 Things that Every 401k Plan Should Have 

By Kyle Powers, AIF®, MBA 

Many 401k plans were started with the idea of helping employees set aside money for their 

retirement.  Plan sponsors, often times the business owner or partners, looked at this offering 

as an added benefit for employees or even a way to attract and retain talent.  Aside from 

determining the best way to pay for plan costs and ensuring participant deferrals were made in 

a timely manner, little thought was likely given to the regulatory responsibility of the plan 

sponsor.  Although ERISA, the guiding regulation for these workplace retirement plans, has 

always carried a fiduciary responsibility for plan sponsors and those with roles directly 

impacting the retirement plan, in recent years the nature of that responsibility has received 

increasing focus.   

Today, it is not enough to offer a plan and expect those involved, or the regulators, to share the 

belief that this is simply a value added to a company’s benefits package.  After all, this is the 

employee’s money.  Additionally, their retirement future depends on it.   

It is imperative that plan sponsors understand their responsibilities, take action to ensure 

their company’s retirement plan is compliant and that active measures are being taken to 

ensure things like fees, decisions on the investment choices, and employee guidance are being 

actively monitored, are fair, and actions are taken to address shortfalls. 

In attempt to help plan sponsors understand what can be done to improve their plan we have 

put together this sort list of 6 Things that Every 401k Plan Should Have.   

This list is meant to be a guide and is not intended to cover every scenario that should be 

considered within a 401k plan.  However, it is meant to assist plan sponsors in understanding 

what steps can be taken to begin strengthening their plan and establishing a repeatable process 

to govern and monitor their plan. 

1. An Investment Committee 

Plan sponsors have a lot on their plate.  Whether it is the business owner, CFO/COO, Controller, 

etc., there are a lot of other responsibilities that often seem more pressing and demand their 

attention.  It can be easy to feel that the funds offered by their recordkeeper are good enough 

and broad enough to provide for all employee’s investing needs.  It can be just as easy to feel 

like the fees that were agreed upon when the plan was established continue to be sufficient 

and a benchmarking is not needed.  That simply is not the case.  As a fiduciary to the plan these 

items are ignored at the plan sponsor’s peril. 



 
Investment advisory services are offered through Measured Wealth Private Client Group LLC.  

Establishing an Investment Committee is the first step in developing a prudent practice for 

monitoring the retirement plan and ensuring that steps can be taken to adjust to changing 

environments.  This does not have to be a panel of investing experts or those with a legal 

background.  What is needed is an interest in ensuring the health of the retirement plan and a 

willingness to listen to the guidance of experts in those areas where they are not.   

Who should be on the committee?  This can vary by the size of the company, but a good start is 

with those who already have a fiduciary responsibility to the plan.  In a small organization that 

may be the owner or partners.  In a larger organization that might be the CFO, Controller or HR 

director.   However, employees with an interest in the governance of the plan or in investing 

generally might be good candidates.  This also has the benefit of broadening the representation 

of the committee and having one or more people that can represent the interests of the 

participants as a whole.   

2. Regular, Scheduled Review Process  

While having an investment committee is the first step in establishing a process, having 

regularly scheduled reviews begins the implementation of that process.  This is necessary to 

ensure the ongoing relevance and appropriateness of many areas of the retirement plan, from 

the funds to fees to plan design.  So, how often should the committee meet and what happens 

in these meetings?   

The committee should meet at least two times per year to ensure plan needs are being met.  

That doesn’t mean it is the only time pertinent information should be reviewed as that can be 

done virtually, but meeting formally ensures everyone maintains a voice in the process.  

Between formal meetings, things like investment performance and monitoring the 

hold/watch/replace list for investments can be sent via email for review and feedback. 

During the formal meetings some of the topics to be covered should include: 

 Review of the Investment Policy Statement (annual) 

 Fee benchmarking (annual) 

 Investment performance and the watch/replace list of investment managers 

 Changes in participation – new employees added or those who have left 

 Assets “rolled” in or out 

 Changes in regulation 

 Document and maintain meeting minutes! 
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3. An Investment Policy Statement (IPS) 

An Investment Policy Statement (IPS) provides the overarching guidance for the plan’s 

investment strategy.  The IPS provides the framework for the Investment Committee to base 

their judgement and decisions on and includes: 

 A statement of objectives  

 Establishes duties and responsibilities  

 Asset classes and benchmarks to be used  

 Implementation and monitoring criteria for investments 

Here we are codifying the process which is being used to meet the fiduciary obligations of the 

plan!  The IPS should be reviewed at least annually to ensure that it remains relevant. 

4. Fee Benchmarking 

Plan fees have received a lot of attention in recent years.  In 2012, the DoL released their “Final 

Rule to Improve Transparency of Fees and Expenses to Workers in 401(k)-type Retirement 

Plans”1.  The purpose of this regulation was/is to help those participating in a workplace 

retirement plan better understand what they were/are being charged.  Over the ensuing four 

years a significant compression of fees has occurred, but not all plans have benefitted because 

they simply have not conducted a thorough review.  There are several areas where fees should 

be reviewed. 

 Recordkeeping costs 

 Third Party Administration Costs 

 Mutual Fund Expense Ratios 

 Advisory Fees 

How often should these fees be reviewed?  Annually is a good starting point.  That doesn’t 

mean that a full Request for Proposal (RFP) must be conducted annually, but reviewing the fees 

incurred is a way to verify that the plan’s expenses for a given year were at least near the 

amount anticipated by the plan sponsors.   

How often should a RFP occur?  Although the 401(k) industry is changing rapidly, it is fair to say, 

barring major industry change in a particular year, every 2 – 3 years is sufficient.   

5. The Right Team 

It is not required that plan sponsors know all the ins-and-outs of a 401(k) plan, mutual funds, or 

retirement planning.  However, regulators do expect plan fiduciaries to engage with prudent 

experts to fill gaps when that knowledge does not reside within the organization.  The number 
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of people on the team may be different from one plan to another, but should at the least 

include the following. 

 Recordkeeper (custody and reporting) 

 Third Party Administrator (compliance, plan design) 

 Investment Advisor (fiduciary support, investment monitoring, plan design) 

 Employee education (may be the investment advisor) 

 Investment Manager (this may be performed by the funds in the plan) 

6. A Plan to Help Employees Succeed 

In the last 30 years the number of pension plans have declined by 68%. This has placed the 

burden of employees achieving their retirement goals squarely on the shoulders of their 

workplace defined contribution plan – 401k or 403b.  These plans have tripled over that same 

timeframe.2 

Because the responsibility for success is put on the employees, it is imperative that they receive 

some level of education on how to approach these decisions.   From understanding how much 

they should defer on a monthly basis to selecting investments that are suitable for achieving 

those goals, many will need assistance since they are not trained investment experts.  

Is the plan designed with results in mind? 

Not all plans are the same, to which anyone who has moved around the workforce can attest. 

As a plan sponsor are you sure that simply providing a contribution match is doing enough?  

Many employees will only contribute to the maximum match provided by their employer and 

some even mistake the match amount to imply that is all they “need” to save to reach 

retirement success.  This doesn’t mean that your company needs to provide a dollar-for-dollar 

match up to 10%.  However, instead of a 100% match to 5%, could it be more impactful if your 

plan matched 50% up to twice the total deferral?   

 An example: let’s say you currently have a safe harbor match of 100% of employee 

contributions for the first 2% of their income contributed.  Then, there is a 50% match of that 

employee’s contribution for the next 4%, for a total match of 4%.  This scenario requires the 

employee to make a monthly contribution of 6% to get their full match. 

 However, what if you changed the formula to simple 50% match on their contributions 

up to a maximum total contribution of 8%?  The company would still reach the safe harbor 

requirement of 4%, but the employee was incentivized to add an extra 2% of their income 

toward their retirement.  
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This example may not be right for every company, but having a conversation with a trusted plan 

advisor can help bring options like this to the forefront and ensure the 401k plan design is 

working to help those who need it.   

Make sure there is an education plan for employees.  Most employees are not hired to be 

financial experts.  Most do not follow stocks, bonds and mutual funds as a hobby.  So how can 

they be expected to know what decisions to make in their 401k?  It is important to have an 

educational plan, which can include periodic employee group meetings to discuss issues of 

financial planning or to learn more about the mutual funds offered within the plan.  While it 

may seem intuitive to offer such things, it requires plan sponsor support and holding the plan’s 

financial advisor accountable to do such things.   

Being a plan fiduciary requires a duty of loyalty to the plan and its participants.   

Having an ongoing, documented process sets the foundation for meeting those fiduciary needs.  

By taking the time to build a plan with the end result in mind, and establishing measures of 

success along the way, allows plan sponsors and committee members to track progress and 

adjust course as needed.  Being a fiduciary does not have to be an insurmountable burden! 

 

 

 

1. https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/fact-sheets/fsparticipantfeerule.pdf 

2. https://www.dol.gov/sites/default/files/ebsa/researchers/statistics/retirement-bulletins/historicaltables.pdf  
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