Financial Tip – Retirement Plans Never Go on Automatic Pilot


Each day, small business owners must make an endless array of decisions about inventory, equipment, and employees.  For this reason, small business owners get excited when something can go on automatic pilot, stand alone, and run by itself.  Interestingly, many believe that retirement plans fit into this category.  However, the fact is, retirement plans require a great deal of attention—perhaps a lot more than most business owners tend to devote.  What eludes many business owners is that it takes a large amount of legwork to properly manage a retirement plan.  With this in mind, have you ever stopped to think if you’ve done everything possible to make your company’s retirement plan a success, and, more importantly, are all of these things being implemented now?

Setting the Right Course 


There are two lists to consider that can assist you in accurately evaluating your retirement plan.  List number one may be some of the more obvious points—points that you can checklist in your mind and repeat successfully.  List number two includes some of the underlying factors that many small business owners frequently may omit from their thinking mainly because they are less obvious.


First, the basics.  Here are the things every small business owner should have on the first checklist:

· Plan design—Choosing a plan that appropriately, fits the needs of a company and its owner, whether a profit-sharing plan, pension plan, or 401(k) plan, etc.

· Investments—Choosing investments that are flexible enough to accommodate the short-and/or long-range goals of participating employees.

· Record keeping and administration—Tracking all plan participating data in a comprehensive way so that reports to employees and government agencies are thorough and accurate.

· Employee communications—Making certain that employees understand how the retirement plan works and what they get from it.

The preceding items are fairly straightforward.  But, when challenged to come up with some important underlying factors that make retirement plans perform par excellence, small business owners must begin to think about things that go beyond the basics.  Here’s where checklist #2 enters the equation.

· Investment flexibility—Most plans offer several options so that participating employees or small business owners can create a diversified portfolio of investments.

· Return on investment—Retirement planning is long term.  Small business owners should think in terms of stable returns rather than changing investment portfolios merely to “catch a wave” with the hope of increasing potential investment returns.

· Fiduciary responsibilities under the plan—You may or may not be aware that sponsoring a qualified plan requires the fulfillment of several fiduciary responsibilities as spelled out in Section 404 of ERISA (Employee Retirement Income Security Act of 1974, as amended).  A retirement plan administrator can help you ensure that this important and complex area of employee benefits is “taken care of.”

· “Man behind the curtain”—Who holds title to plan assets, who makes distributions, and who assumes financial responsibilities? The “man behind the curtain” is called the trustee.  And, if you really want to lighten your load as a small business owner, you will thrust those trustee responsibilities upon an institution that provides trustee services.

· Tell everyone involved, and tell them often—Who should carry the message back to the participating employees? Simply put, a qualified professional.  A financial representative can meet with your employees to deliver the retirement planning message and answer any questions.

Autopilot Can Only Take You So Far


While every small business owner likes to find as many programs as possible that will run on automatic pilot, retirement plans add up to a lot of money.  Any, when money is involved, you have to work “hands on.”  However, in this case, “hands on” means choosing the right people to provide you with enough information so that you can ultimately make sound business and investment decisions for your retirement plan.  A meeting with a financial representative can assist you in determining whether your existing retirement plan is meeting your expectations or can help you asses what type of plan might be best for your particular situation.
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