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According to ERISA, plans intending to comply 

with 404(c) must ensure that participants: Have 

the opportunity to choose from a broad range of 

investment alternatives (which are adequately 

diversified); may direct the investment of their 

accounts with a frequency which is appropriate; 

and can obtain sufficient information to make 

informed investment decisions. The plan 

sponsor must provide annual written notification 

to participants with its intent to comply with 

404(c), and be able to provide the following:

•  Information about investment instructions  

   (including contact information of the fiduciary  

   responsible for carrying out participant         

   investment instructions); 

•  Notification of voting and tender rights;

 •  Information about each investment      

    alternative; and 

•  A description of transaction fees and      

    investment expenses. 

Compliance with section 404(c) of ERISA 

protects plan fiduciaries from liability for losses 

that result from the investment decisions made 

by participants. Conversely, failure to comply 

with 404(c) could result in liability for losses 

due to poor investment decisions made by 

plan participants. To comply with some of the 

important requirements of 404(c), you should 

execute a formal 404(c) policy statement and 

employee notice and send the notice at least 

annually to all employees.
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Are You Ready for an Audit?

Several events can trigger a DOL or IRS audit, 

such as employee complaints or self-reporting 

under the annual submission of the Form 5500. 

Oftentimes an audit is a random event, which 

is why you should always be prepared. Listed 

below are several key items typically requested 

in an initial letter sent by the IRS or the DOL in 

connection with a retirement plan audit. These 

items should be readily accessible by the plan 

administrator at all times the plan is in operation.

•  Plan document and all amendments

•  Summary plan description

•  Investment policy statement

•  Copy of the most recent determination  

    letter

•  Copies of Forms 5500 and all schedules

•  Plan’s correspondence files (including  

   meeting minutes)

•  Plan’s investment analyses

•  ADP and ACP testing results

•  Most recent account statements for  

    participants and beneficiaries

•  Contribution summary reports (i.e.,  

   evidence of receipt of these monies by the  

   plan’s trust)

•  Loan application, amortization/repayment  

    schedule (for all loans)
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Four Basic Steps for a Successful Retirement

We know that most plan participants are not 

financial experts, and that can make planning for 

retirement difficult. Fortunately, there are some 

basic steps that you can follow to work toward a 

successful retirement.

LEARN THE BASICS OF SAVING AND INVESTING. 

Understand the basic types of investment 

products, like stocks, bonds, and money 

market accounts. Each of these has its risks 

and rewards, and plan participants should know 

what those are, and how they can fit together in 

an investment portfolio. Plan participants should 

have a firm grasp on what their retirement plan 

offers and how they can benefit from that.

AVOID COMMON MISTAKES. 

Not diversifying, not rebalancing asset allocations, 

becoming too emotional, and not having an 

investment plan: these are all common errors that 

you might make. The best way to avoid these 

mistakes is by starting with the last item on that 

list, an investment plan. Developing a sound 

investment program could be one of the best 

paths to retirement.

FOCUS ON THREE CRITICAL COMPONENTS OF 

AN INVESTMENT PLAN.

While some things, like bull and bear markets, are 

beyond your control, there are three things you do 

control: When to start saving, how much to save, 

and when to retire. Starting sooner and saving more 

have much more to do with a successful retirement 

than the actual returns their investments make. 

Deciding when to retire is crucial, as well. Delaying 

retirement means more time for investments to 

potentially grow.

MONITOR THE PLAN, AND ADJUST AS 

NECESSARY.

A strong investment program should evolve as 

your circumstances change. Changes in income, 

new family members, financial windfalls or 

setbacks, or any other major event in your life 

should trigger a financial review to make sure 

you’re still on track for retirement.
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B U I L D I N G  
W E A LT H  

I S  A N  
O N G O I N G  
J O U R N E Y.

HHM Wealth Advisors offers
custom wealth management
services to help you meet
your financial goals...

Every step of the way.
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