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Getting a grip on fiduciary responsibilities

The changing legal landscape of retirement plans
makes staying abreast of fiduciary
responsibilities a complex task. EBN R
Associate Editor Leah Cuarlson Shepherd “' Expert Answers
asked Bob Arnoff, a fiduciary audit spe- |
cialist, to share his thoughts on newly
hoisted red flags. Arnoff is the president
of Arnoff and Associates, an employee
benefits firm in Broadview Heights,

day rule, where employers are just making late contri- audit the most?
butions. Another common mistake is del-

i cgating authority to :
. someone who has no

L prior experience in
working with 401(k)s.

| There’s a number of

L things that can go wrong
, without having someone

BA: Any employer that knows they
have several fiduciary breaches just
wailing to happen would benefit from
an audit. Size of plan probably does
matter. A new start-up plan is not as
likely to have fidnciary breach consid-
erations. There’s more exposure [in a

Ohio.

EBN: What are the biggest legisla-
tive and regulatory changes that have
impacted employers’ fiduciary responsibilities lately?

BA: The biggest regulatory change is the sheer num-

ber of Labor Department auditors that have been hired.

I would put the Roth 401(k) as the biggest legislative
change. [Employers] are going to have employees com-
ing to them, saying, ‘What should I do?" It could be a
land mine. You have to be very careful of what you say

and how you say il.

EBN: What are the most common mistakes that employ-
crs make in assessing their fiduciary responsibilities?

BA: The No. 1 fiduciary breach is [violating the] 15-

EBN: What are the most common
misperceptions or myths about fiduci-
ary responsibility?

BA: The very firsl thing that comes
to mind is the feeling of complacency.
I’m hearing, “I’m too busy to deal with
this. My boss is telling me it’s a low priority.”” That’s a
misperception that they’re not going to be vulnerable.
There’s a sense of false security. Another misperception
is the belief that an accounting audit is a fiduciary
audit. It’s not.

L at the wheel to drive
. [the plan] to the proper
| destination.

EBN: What type of company needs a fiduciary

Bob Arnoff

R larger plan]. We don’t even suggest tha

they have a fiduciary audit until they
have at least $1 million and three or
four years [operating the plan].

EBN: Some benefit managers might
say, “Our company has a legal depart-
ment to look at these things.” Isn’t that
enough?

BA: If their legal department has an

ERISA attorney, and that ERISA attorney puts in writ-
ing that this plan does not need a fiduciary audit, the
beneflit manager should make a copy of that for the due
diligence filc. She also should make sure the company

has proper errors and omissions insurance that would
cover a fiduciary breach. Short of that, I would hate to

say that Japproach] is an okay thing. — L.S.

Annuities

{(From page 1)

million baby boomers set to
retire during the next 25 years,
insurers are revising and posi-
tioning these old products for
new sales through retirement-
plan sponsors.

“An annuity is really an
autopilot solution for the pay-
out phase.” says Chris Mayer,
vice prestdent ol institutional
annuities al Principal Finaneial
Crroup’s retirement and investon

Current demand for annu-
ities is low, in part due to
their reputation as inflexi-
ble, high-cost products.
“Retail fees aren’t economi-
cally competitive with keeping
your money in the plan or
investing it on your own,” says
David Wray, president of the
Profit Sharing/401(k)

Council of America.

But not all annuities are
alike, insurance excecutives say.
The immediate “mcome™ annu
itics being talked op o today s
1ctiement p|4u| mankel e

Labor Department regulations
require plan sponsors to choose
L “‘the safest annuity available.”
That standard scares off
. employers that fear being sued
* by former employees claiming

that an employer-chosen

annuity turned bad.

ments, not for meome. Returns
on cther type ol oty nay
b fised at the mterest ate
when purchaaed or vanable, at

people

old will hive to 85 but there™s a

SO Chanee o vy even
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Conple

Security benefits than their par-
ents enjoyed, and annuities
start to make sense for the next
generation of retirees.

“It's a way to guarantee an
income stream. Some people
want the comfort,” Wray says.

Insurance companics are (ry-
ing to capture a chunk of the
trillions of dollars that will
leave delmed contribution plans
by rolling ot annuities that can
he cnstomized to myvestons”
needs Por exvsunple . metead ol
the taditional plonkang down
ol one’sentme lile savimps at
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