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3. Solution - Increase FICA (OASDI) Taxes 2.0% 

Retirement Basics

1. Current FICA Tax Rates adequate through 2015

2. Projected to Exhaust Trust Fund in 2037

Latest News from Social SecurityLatest News from Social Security
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Fee Disclosure: Revenue SharingFee Disclosure: Revenue Sharing

401(k)401(k)

CustodianCustodian
RecordkeeperRecordkeeper

““TPATPA””
BrokerBroker



1. Various Names: Sub TAs / 12b1. Various Names: Sub TAs / 12b--1s1s

2. Usually part of the expense ratio2. Usually part of the expense ratio

Fee Disclosure: Revenue SharingFee Disclosure: Revenue Sharing

3. Paid to brokers, custodians, and record keepers3. Paid to brokers, custodians, and record keepers

4. Amounts range from 0% to approx. 1.3%4. Amounts range from 0% to approx. 1.3%

Often, you can only see the tip
of the iceberg . . .

What’s New



What’s New

Fee Disclosure: Fee Disclosure: DoLDoL’’ss 3 Initiatives3 Initiatives
1. Schedule C Form 5500: 1. Schedule C Form 5500: Requires fee disclosure Requires fee disclosure 
to DOL for to DOL for ‘‘largelarge’’ plansplans

2. 408(b)(2) Regulations: 2. 408(b)(2) Regulations: Requires fee disclosureRequires fee disclosure
to the plan fiduciariesto the plan fiduciaries

3. 404(a)/(c) Regulations: 3. 404(a)/(c) Regulations: Requires fee disclosureRequires fee disclosure
to plan participantsto plan participants



Issues w/ “Revenue Sharing”

In 2001, the trustees for a handful of 
401(k) plans filed suit against 

Nationwide Financial Services Inc., 
claiming  that Nationwide’s alleged quid 
pro quo engagement with mutual fund 
companies involving revenue sharing 

violates ERISA’s prohibition of 
fiduciary “self-dealing.”

In 2006 the courts denied the defendant’s 
motion for summary judgment, finding 

“triable issues of fact.”

Most recently the courts certified a class 
of all pension plans using Nationwide.

$

Haddock v. Nationwide 
Financial Services Inc.,

(No. 3:01-cv-1552 SRU D. Conn))

Fee Disclosure: Pending LitigationFee Disclosure: Pending Litigation

What’s New



WhatWhat’’s New #2: Roth Contributionss New #2: Roth Contributions

What’s New



Roth ContributionsRoth Contributions
Roth IRA Conversions, effective January 1, 2010:Roth IRA Conversions, effective January 1, 2010:
•• No income limit on Roth conversionsNo income limit on Roth conversions
•• Defer taxes on 2010 conversion to 2011 and Defer taxes on 2010 conversion to 2011 and 

2012 2012 –– 50% in each year50% in each year
•• AGI Limit still applies to Roth contributions (AGI Limit still applies to Roth contributions (but but 

taxpayers can bypass limit with new conversion taxpayers can bypass limit with new conversion 
rulesrules))

Beware of Legislators bearing gifts.  This may be
better for the Treasury than the taxpayers.

What’s New



Roth ContributionsRoth Contributions

Roth 401(k) Conversions?Roth 401(k) Conversions?
•• Currently not possible within the plan, Currently not possible within the plan, 

butbut…… that may change soonthat may change soon
•• Currently, participants can do a direct Currently, participants can do a direct 

rollover to Roth IRA,rollover to Roth IRA, but must have a but must have a 
distributable event.distributable event.

Each situation should be carefully evaluated on
its own merits.  Stock brokers love Roth and so
does President Obama.

What’s New
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#1: Outdated Arrangements#1: Outdated Arrangements
1.1. Pooled account w/ only annual valuations Pooled account w/ only annual valuations 

Left over from 1954Left over from 1954

2. Unlinked individual brokerage accounts2. Unlinked individual brokerage accounts
The 403(b) model is a thing of the pastThe 403(b) model is a thing of the past

3. 3. ““Anything under the sunAnything under the sun”” selfself--direction: direction: 
All kinds of problems and potential liabilitiesAll kinds of problems and potential liabilities

What to Look For



What to Look For

#2: Employer Changes#2: Employer Changes
1.1. Financial Health:Financial Health:

•• Partial Plan TerminationPartial Plan Termination
•• Freezing contributionsFreezing contributions
•• Funding problemsFunding problems

2. Mergers and acquisitions2. Mergers and acquisitions

3. Retirement3. Retirement



#3: Fiduciary Issues#3: Fiduciary Issues
1. Late Deposits1. Late Deposits

2. Illiquid or 2. Illiquid or ““AlternativeAlternative”” InvestmentsInvestments

3. Different Investment Options for Owners3. Different Investment Options for Owners

4. Failure to Monitor Fees Paid by Plan 4. Failure to Monitor Fees Paid by Plan 

5. Inadequate ERISA Bond and/or Fiduciary5. Inadequate ERISA Bond and/or Fiduciary
Liability insuranceLiability insurance

What to Look For



Questions…

Spectrum Pension Consultants, Inc.
6402 19th Street West
Tacoma, WA 98466
253.565.2100 - Phone
253.566.9440 - Fax

www.spectrumpension.com
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