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Disclosures 

Important Disclosure Information:  

 
 

This presentation is the proprietary work product of AndCo Consulting.  It is being provided for informational and 

educational purposes but is not intended to be reproduced and should not be regarded as investment advice or as a 

recommendation regarding any particular course of action and additionally is not intended to provide, and should not be 

relied upon, for legal advice.  

 

AndCo Consulting is an investment adviser registered with the U.S. Securities and Exchange Commission (“SEC”). 

Registration as an investment adviser does not constitute an endorsement for the firm by securities regulators nor does 

it indicate that the adviser has attained a particular level of skill or ability. 

 

Opinions expressed reflect prevailing market conditions at the time this material was completed and are subject to 

change.  Additionally, the material provided herein is valid as of the date of distribution and not as of any future date, 

and will not be updated or otherwise revised to reflect information that subsequently becomes available, or 

circumstances existing or changes occurring after such date. 

 

This presentation may contain forward-looking statements or projections which may be subject to various uncertainties 

whereby the actual outcomes or results could differ from those indicated. 

 

Certain information is based on sources and data believed to be reliable, but AndCo cannot guarantee the accuracy, 

adequacy or completeness of the information.  The source for all data, charts and graphs is AndCo Consulting unless 

otherwise stated. 

 
 
 

 



3 

Today’s Topics 

• Under Pressure 
Retirement Industry Trends 

• What’s Love Got To Do With It 
Fiduciary Responsibilities 

• Who Are You? 
Plan Partners 

• Bridge Over Troubled Water 
Governance Best Practices 

• The Times They Are A-Changin’ 
Plan Design & Investments 

• Suspicious Minds  
Fees & Expenses 

• What’s Going On? 
Benchmarking Fees & Conducting RFPs 
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Survey question #1 

According to the 2019 National Institute on Retirement Insecurity Study, ___% of U.S. 
working-age individuals have saved exactly nothing in retirement accounts. 

A. 5% 
B. 25% 
C. 57% 
D. 65% 

 

A. 5% 
B. 25% 
C. 57% 
D. 65% 
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Survey question #2 

According to www.Powerball.com the odds of winning the grand prize are 1 in _____:  

A. 3,000,000 
B. 30,000,000 
C. 300,000,000 
D. 3,000,000,000 

 

A. 3,000,000 
B. 30,000,000 
C. 300,000,000 
D. 3,000,000,000 

 

Source:  Powerball.com, May 2019.  

http://www.powerball.com/
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Other statistics 

• 1 in 4: Victim of identity theft 

• 1 in 100: Audited by the IRS 

• 1 in 12,000: Finding a pearl in an oyster 

• 1 in 9 million: Struck by lightning twice 

• 1 in 11.5 million: Attacked by shark 

• 1 in 112 million: Death by vending 

machine 

Chart provided by http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7  

http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7
http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7
http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7
http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7
http://www.economist.com/blogs/graphicdetail/2013/02/daily-chart-7


UNDER PRESSURE 
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Industry Trends 

• Continued pension reform and other political pressures 

• Increased plan governance by formal plan committees 

• Fee disclosure rules 

• Public scrutiny and lawsuits 

• Advances in recordkeeping technology 

• Participant education and comprehensive retirement planning solutions 

• Vendor consolidation 
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Plan Types 

401(k) 

• Corporations 

403(b) 

• Colleges 

• Hospitals 

457(b) 

• Government 

• Deferred 
Compensation 

• Employee 
money 

401(a) 

• Government 

• Defined 
Contribution 

• Supplemental 
Pension 

• Employer 
money 
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Shift in Risks 

Defined Benefit Defined Contribution 

Plan Investment Selection Employer Employer 

Diversification / Asset Allocation Employer Employee 

Determines Plan Expenses Employer Employer 

Pay Plan Expenses Employer Employee 

Funding (Plan Contributions) Employer Employee 

Retirement Income Employer Employee 

EMPLOYER 

EMPLOYER 



WHAT’S LOVE GOT TO DO WITH IT 
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 Excessive fees 

 Too many options 

 Proprietary offerings 

 Lack of oversight and 

ongoing due diligence 

 

 

 

From The Headlines 
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• Integrity of procedures & 
processes 

 

• Held to the standard of a 
prudent person 

 

• Adoption of policies & 
procedures 

 

• Continuous monitoring 

 
 

 

 

 

Accountability 

CITY FIDUCIARY RESPONSIBILITIES AS ADMINISTRATOR OF THE 457 PLAN. 
 
 As administrator of the City’s 457 Plan “Plan”, the City has fiduciary obligations for 
the oversight of the Plan.  Fiduciary obligations are not centered upon the success of the 
Plan, but on the integrity of the procedures and processes that are developed and 
implemented for the Plan.  Fiduciary status confers an expectation that the fiduciary is 
knowledgeable of its obligations and that it acts in the interests of the Plan participants. 
 
 The obligations for an administrator for a 457 Plan are described in the 
Government Code Chapter 609. The obligations include: 
 

 Develop and implement criteria and procedures for evaluating a vendor’s 
qualifications and its investment products to determine whether they are 
acceptable.   

 Create and implement requirements for vendors and their employees for 
disclosure, reporting, standards of conduct, solicitation, advertising, relationships 
with current employees, and any other matters the City deems relevant to preserve 
the integrity of the Plan. Texas Gov’t Code, secs. 609.115-116.   

 
 Once developed, these processes should be calendared for periodic review to 
ensure ongoing compliance.  Expertise should be obtained to assist the City in performing 
these duties. 
 
 Although not specifically called for in the Code, as a fiduciary the City will be held 
to a standard of a prudent person in the performance of its Plan duties.  This includes  
adopting policies related to investment practices, specifically an investment policy 
statement; a decision making system for selecting a plan investment manager; requiring 
periodic reporting of Plan performance in order to have effective oversight of the 
investment performance that is based upon the standards set forth in the Investment 
Policy Statement; and, remediation methods for the management of funds whose 
performances represent exceptions or deviations to the stated objectives of the investment 
Plan. 
 
 In sum, this is not a process that runs itself; it requires a commitment to the 
adoption of policies and procedures that at least meet the above and effective monitoring 
throughout the life of the Plan.  Persons who assume any of these duties on behalf of the 
City must be well versed in and committed to these obligations.   
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Fiduciary Regulations 

• ERISA – Employee Retirement Income Security Act of 1974    

 regulates employer-sponsored retirement plans. 

 imposes specific duties on plan fiduciaries. 

 gov’t plans are not directly regulated by this act. 

 

• DOL – Department of Labor 

 enforces ERISA and ensures employers are making 

decisions in the best interest of plan participants 
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Do you… 

 Have any discretionary authority or responsibility in the administration of the plan? 

 Exercise any authority and/or control over the management or disposition of plan 
assets? 

 Render investment advice to the plan and/or its participants for a fee or other 
compensation, whether direct or indirect? 

 

Or do you… 

× perform certain ministerial administrative functions within a framework of the plan’s 
policies, practices and procedures? 

The key to determining the fiduciary status is based on function 

and not simply on title. 

Am I a Fiduciary? 
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Survey question #3 

All of the following individuals are considered fiduciaries except:  

A. Plan Sponsor 
B. Plan Trustees 
C. Recordkeeper 
D. Investment Consultant 

 

A. Plan Sponsor 
B. Plan Trustees 
C. Recordkeeper 
D. Investment Consultant 

 



WHO ARE YOU? 
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Plan Partners 

• Recordkeeper 
• Provides recordkeeping, plan administration and participant education 

• Best Practice: Consolidate to single provider & require them to be open 
architecture with investments and transparent with fees 

 

• Investment Manager 
• Manages an investment portfolio in accordance with specific objectives 

• Best Practice: simplified, open architecture investment lineup of 10-20 
investments and a pre-diversified option (ie. Target date funds) 

 

• Consultant  
• Assist in investment monitoring and fiduciary support 

• Best Practice: Committee may want to consider engaging a consultant if they 
feel they lack the knowledge or expertise to make sound fiduciary decisions  

 

For illustrative purposes only. The most appropriate solution may vary based on individual client needs. 



BRIDGE OVER TROUBLED WATER 



20 

No IPS 

No Oversight 
No Documentation 

No RFP 

Can Lead to Poor Value 

Traditional Problem Areas 
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Duty of 
Loyalty 

Duty to Act 
Prudently 

Select & 
Monitor 
Investments 

Pay 
Reasonable 
Expenses 

Duties of a Fiduciary 
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Fees 

• Ensure fee transparency 

• Understand who is receiving 

fees 

• Benchmark fees & services 

• Monitor services that are 

provided 

• Understand indirect revenue 

generated by the plan 

Investments 

• Construct and follow an 

Investment Policy Statement 

• Create a simple, sensible menu 

• Monitor lineup regularly 

• Provide tools for participants 

and measure employee 

engagement 

Fiduciary Responsibilities 
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 Create a plan committee  

 Hold regular committee meetings that include a review of: 

‒ Investments 

‒ Recordkeeper(s) 

‒ Other professionals 

 Document these meetings and any relevant discussions or 

decisions 

 Implement and regularly review an Investment Policy Statement 

 Hire an investment professional to help, when appropriate 

 Conduct regular RFPs to benchmark fees & services 

Fiduciary Best Practices 



THE TIMES THEY ARE A-CHANGIN’ 
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Survey question #4 

56% of Americans worry about running out of money in retirement, but only ___% 

have tried to figure out their retirement savings needs according to the FINRA: 

Financial Capability in the US 2016 Study. 

A. 9% 

B. 19% 

C. 29% 

D. 39% 

 

Simple Rule of Thumb 

• Age 30: 1x salary 

• Age 35: 2x salary 

• Age 40: 3x salary 

• Age 45: 4x salary 

• Age 50: 5x salary 

• Age 55: 7x salary 

• Age 60: 8x salary 

• Age 67: 10x salary 

A. 9% 

B. 19% 

C. 29% 

D. 39% 
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Survey question #5 

Scenario 1: Jane contributes $1,000 annually from ages 21-31 and then stops.  

Scenario 2: John contributes $1,000 annually from ages 35-65 and then stops.  

At age 65, who has 

more saved?  

For illustrative purposes only. The above demonstrates a hypothetical scenario using 6% market returns, however actual results 
could differ materially. 
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Impact of Early Savings 

$225,508 

$89,890 

 $-

 $50,000

 $100,000

 $150,000

 $200,000

 $250,000

21 30 40 50 60 65

Savings Summary of Jane

Savings summary of John

For illustrative purposes only. The above demonstrates a hypothetical scenario using 6% market returns, however actual results 
could differ materially. 

Scenario 3: Jane contributes $1,000 annually from ages 21-65.  
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The Choice Paradox 
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# of investments offered 

# of funds held by 
participants 

27 

5 

According to the 2018 PLANSPONSOR Defined Contribution 

Industry Report: 

457 Plan Averages 
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“Do It Myself” 

“Help Me Do It” 

“Do It For Me” 

ERISA 404(c) Compliance 
 

1. Broad range of investments 
(at least 3) 

2. Participant control and ability 
to diversify to minimize the 
risk of large losses 

3. Sufficient and appropriate 
investment information is 
regularly provided 

 

Creating Investment Options 
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Do It For Me 

• Most participants want someone else to make the investment 
decision 

• Potential solution: Pre-diversified funds 
– Target Date Funds 

– Balanced Funds 

– Target Risk Funds 

– Managed Accounts 
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Help Me Do It 

• Some participants have a moderate comfort level making 
investment decisions 

• Potential Solution: Core lineup of 10-20 funds including active & 
passive options 

 

Source: Morningstar 
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Do It Myself 

• Few participants consider themselves savvy investors 

• Potential solution: Self directed brokerage 

The Self Directed Brokerage Option allows participants to contribute retirement 

plan savings into a greatly expanded range of investment choices including, 

stocks, bonds, and mutual funds. Transaction fees vary and there is often an 

account set-up fee and an annual account fee.  



SUSPICIOUS MINDS 
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36 
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Comparing Fees Traditionally 
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Plan 
Administration 

• Recordkeeping 

• Participant education 

Investments 
• Explicit - Fund expenses 

• “Hidden” - 12b-1, subTA, Proprietary fees 

Other 
• Investment Advisor / Consultant 

• Attorney 

Types of Fees 
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Types of Fees 

$150,000 annual fees 

(15 basis points) 

Open Architecture 

$120,000 annual fees 

(12 basis points) 

Limited Architecture 

For illustrative purposes only.  
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Types of Fees 
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Participant Age 

The real cost of paying too much in fees! 
What an extra 1% in fees could cost you in the long run...  

Extra 

savings:  

$500,000 

Extra spending:  

10+ years 

Saving Phase Retirement 

Extra Fees = Working Longer 

For illustrative purposes only. The above demonstrates a hypothetical 
scenario whereby actual results could differ materially. 



WHAT’S GOING ON? 
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Things to Consider When Evaluating Plans 

• When were the plan(s) fees and services last benchmarked?  

• Determine if consolidation is possible 

• Identify if any restrictions in current plans might adversely impact process 

• Ensure all parties understand fiduciary responsibilities and agree with primary 

objective to improve participant value  

• Outline goals and objectives for project 

• Notify employees in advance of issuing the RFP 

• Invite representation from employee unions to be part of the review process 

• Recognize the politics but remember there is still a fiduciary duty 

• Understand that the typical RFP process will take 4-6 months based on 

schedules and complexity 
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Prudence is a process…  

but only if you can prove it! 

 Have a process 

 Follow that process 

 Document, document, document 

If You Only Remember One Thing… 
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