
RETIREMENT PLANS
Trends & Features

January 2022

June 9, 2017
Presented by: Frank Wan

Senior Vice President

Presented by: Frank Wan, Senior Vice President
Burgess Chambers & Associates, Inc. 
315 E. Robinson Street, Suite 690. Orlando, FL 32801



2

BIOGRAPHY

FrankWan, Senior Vice President
Burgess Chambers & Associates, Inc.

Mr. Frank Wan is a senior investment consultant responsible for economic research, asset
allocation, plan design and investment consulting. Mr. Wan is the Chair of the Investment
Committee, and his research has been published by Investor Business Daily and Forbes.
Prior to joining BCA, Frank was an equity analyst for a market-neutral hedge fund, where
he was responsible for financial modeling. Frank received his undergraduate degree from
Stetson University and MBA from Rollins College. Frank is a frequent speaker at industry
conferences, including FPPTA, FGFOA, FSFOA, and FASBO.
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AGENDA
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RETIREMENT BASICS
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EMPLOYEE EDUCATION

Employers can greatly influence employee behavior. Especially early in someone’s career.
Small changes like “dollar” vs. “percent” contributions could greatly impact an employee’s cumulative savings.
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Asset allocation is the primary driver of investment return variability.
Younger employees should be encouraged to take on age-appropriate risks.

EMPLOYEE EDUCATION
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Source: Voya. This is for illustrative purposes only. 

INCOME REPLACEMENT

As a rule of thumb, individuals should plan for an income replacement rate of 75% of their gross 
preretirement income in order to maintain their current lifestyle in retirement.

Defined contribution recordkeepers today have the ability to aggregate participant data (pension, 
social security, 401, 457, IRA and personal savings), and employers are able to capture a “scorecard” 
similar to the one illustrated below. 

Plan Sponsor Scorecard
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Illustrative Example:

If you have 13 years of service and your Average Final Compensation is $34,549.
• Step 1: 13 x 1.6% = 0.208
• Step 2: $34,549 x 0.208 = $7,186 Annual Option 1 Retirement Benefit 

Cost of Living Increase [Pre 2011]: 
• Step 1: 13/30 = 0.433
• Step 2: 0.433 x 3% = 1.3% Annual Cost of Living Increase 
• Step 3: $7,186 x 1.3% = $93.42 Annual Cost of Living Increase 

Income Replacement Ratio: 
• Step 1: $7,186 / $34,549 = 21% Income Replacement 

FRS BENEFIT CALCULATOR



In planning for your retirement, it is important to know the percentage of your 
salary that will not be replaced through Social Security and employer-sponsored 
retirement plans. This amount creates a gap in your income replacement. 

Calculating Your Gap

Steps Action Sample Calc. Your Calc. 

1 Percentage of income needed in 
retirement

85%

2 Social Security (estimated) 40%

3 Subtract 2 from 1 45%

4 Retirement Plan(s) 30%

5 Subtract 4 from 3 - replacement gap 15%

9

HOW MUCH DO YOU NEED?



Note: This is a hypothetical example and does not represent the performance of any particular investment, and does not take into
consideration state and federal income taxes. Actual results will vary. 

$48,000

$36,000

Contributions: $100/month

Maria

John

Age 25 Age 35

Hypothetical Balance
(Hypothetical 7% Annual Rate 

of Return)

Age 65

$262,000

$122,000

Time Value of Money
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START EARLY
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PLAN FEATURES
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DEFAULT INVESTMENT OPTION

Disclosure: for illustrative purposes only. Source: Nationwide PHR.
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DEFAULT INVESTMENT OPTION

Disclosure: for illustrative purposes only. Source: Nationwide Statement. 



14Disclosure: for illustrative purposes only. Source: American Funds

DEFAULT INVESTMENT OPTION
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DEMOGRAPHIC GLIDEPATH

Disclosure: for illustrative purposes only. Source: Fidelity. 
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ROTH IRA VS. ROTH 457(B)

You may be eligible for both; Roth IRA may be subject to income limitations.
Separately, the contribution limit for a 457 plan is $20,500 and an IRA is $6,000.
Illustrative comparisons below: 
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For Emergency Use Only

Maria

John

Hypothetical Balance at age 55 Assumptions:

Maria took no loans or hardship 
withdrawals; 10% withheld

John took a series of 10 loans 
totaling $117,000; 13% withheld

$364,000

$313,000

• Cost of loan is typically Prime + 1%, set-up ($50) and maintenance fees ($50). 
• Loan interest payments face double taxation; after-tax dollars then get taxed again at retirement (withdrawal). 
• Missing payments can incur taxes and penalties; early withdrawal (59 ½). 
• When employees leave, they may be required to repay loans in a short period of time or the loan will become a distribution. 
• The time your money is out of your account is the time that the interest is not compounding and working for you. 
• Even with a higher contribution rate (13%), John accumulated much less than Maria due to frequent loans. 
• Loans impact may alter the portfolio allocation. 

LOANS

Disclosure: for illustrative purposes only. Source: Fidelity & Forbes.
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FEE TRANSPARENCY / AIG

Disclosure: for illustrative purposes only. Source: AIG, formerly known as VALIC.
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FEE TRANSPARENCY / VOYA

Disclosure: for illustrative purposes only. Source: Voya.
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FEE TRANSPARENCY / MISSIONSQUARE

Disclosure: for illustrative purposes only. Source: MissionSquare, formerly known ICMA-RC. 
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FEE TRANSPARENCY / NATIONWIDE

Disclosure: for illustrative purposes only. Source: Nationwide. 



Note: 
• Not all index funds are created equal, even though the underlying investments are identical. 
• Proprietary investments should be evaluated carefully. 
• Asset management fees, administrative and M&E expenses should be understood by plan sponsors. 

Fee equalization: 
• Addresses the equity of the administrative fees being charged to participants. 
• Places a cap on recordkeeper revenues (i.e. $50/participant or 0.2% on assets). 
• Mandates fee transparency and disclosures. 
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Investments AIG/VALIC
Platform

VOYA
Platform

NATIONWIDE
Platform

ICMA RC
Platform

OPEN ARCH.
Platform

Large Cap Index: VALIC Stock Index VY Stock Index NW 500 Index VT 500 Index Fidelity 500 Index

Expense Ratio: 1.10% 1.55% 0.90% 0.94% 0.015%

5-Year Return: 16.32% 15.87% 16.52% 16.48% 17.41%

Disclosure: for illustrative purposes only. 

FEE EQUALIZATION



23Disclosure: for illustrative purposes only. 

SELF-DIRECTED BROKERAGE

Typically offered through Schwab, TD Ameritrade or in-house brokerage services. 
• Offers access to additional investments. 
• Annual maintenance fee ranges between $0 - $100.
• Could be subject to minimum balance and transfer requirements. 
• Potentially a solution for participants with high plan expenses and long surrender periods. 

Illustrative trading fees and commissions:



24

INDUSTRY TRENDS
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Source: Voya. This is for illustrative purposes only. 

DATA AGGREGATION



Disclosure: For discussion purposes only.  
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• SECURE Act 1.0 (January 2020):
➢ Required minimum distribution (RMD) age changed to 72 from 70 ½.
➢ Permits parents to withdraw up to $5,000 from retirement accounts penalty-free   

within a year of birth or adoption for qualified expenses.
➢ In-service distribution age changed to 59 ½ from 70 ½. 

• SECURE Act 2.0 (Pending):
➢ Modifies Required Minimum Distribution (RMD) rules: 

From 72 to 73 in 2022 
From 73 to 74 in 2029 
From 74 to 75 in 2032 

➢ Reduces excise tax for RMD failures.
➢ Allows matching contributions in a DC plan for student loan repayments.
➢ Modifies catch-up contributions rules: 

Retirement plan catch-up contributions must be made on a Roth basis 
Increases catch-up contribution limit to $10,000 for individuals who have attained 
age 62 but have not turned 65 
Indexes IRA catch-up contribution amounts for inflation 

SECURE ACT 



Disclosure: For discussion purposes only.  
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▪ SeaWorld (August 2021): Eight plaintiffs claimed to have been injured by defendants. Specifically:
defendants invested in higher cost fund shares when otherwise identical lower cost shares were available,
defendants permitted participants to be charged excessive service fees, and defendants chose and
continually offered poor performing funds.

▪ Metlife (July 2021): A class action lawsuit claims that “instead of investing in any of these competitive index
fund offerings in the marketplace, Defendants choose to generate profits for MetLife by investing exclusively
in the MetLife Index Funds, which charged fees that were up to six times higher than marketplace
alternatives that tracked the exact same index.”

▪ University of Tampa (May 2021): A participant in the 403(b) retirement plan claimed that plan participants
have paid at least $3 million in administrative fees, which it says is more than 10 times what they should be.

▪ Coca-Cola (Nov 2020): The complaint summarizes the basic allegations as follows: “Defendants have
breached their fiduciary duties to the plan and have engaged in the following fiduciary breaches: (1) failed
to fully disclose the expenses and risk of the plan’s investment options to participants; (2) allowed
unreasonable expenses to be charged to participants; and (3) selected, retained and/or otherwise ratified
high-cost and poorly performing investments.

▪ AIG (July 2020): VALIC Financial Advisors Inc., an AIG subsidiary, fined $20 million for misleading Florida 
teachers. The settlement was part of a larger $40 million settlement related to a broader investigation into 
other VALIC misconduct.

CASE STUDIES 



➢ Ensure new employees are made aware of retirement savings vehicles.
➢ Request education opportunities from your recordkeeper/retirement plan specialist.
➢ Make sure the default investment is age-appropriate for your employees.
➢ Request a comprehensive plan review from your recordkeeper/retirement plan specialist.
➢ Request a fee disclosure and consider fee equalization.
➢ Review your plan design / adoption agreement and see if there is room for improvement:

• Dollar vs. percent contribution
• In service distribution age
• Loan limitation
• Designated Roth
• In plan Roth conversion
• Self directed brokerage

➢ Consider hiring a independent fiduciary advisor to benchmark your entire plan and evaluate the
following areas:
• Fees & commissions
• Participation and income replacement ratios
• Investment menu

The more satisfied participants are with their plan, the less likely they will be to blame plan fiduciaries for a 
negative outcome. 
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SUMMARY
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THANK YOU

Since 1988, BCA has specialized in Florida retirement plans, providing our clients 
with independent and objective advice. We are committed to the highest level of 
fiduciary care, and it would be our pleasure to serve you and your employees. 

-Frank Wan, Senior Consultant
Phone: 407 644 0111
Direct: 407 247 2543

Email: fwan@burgesschambers.com

Disclosure: All slides should be used for illustrative purposes only. Content should not be regarded as a complete analysis of the subjects discussed or as 
personalized investment advice. Neither BCA nor its employees provide tax, accounting, or legal advice. This presentation should be construed as tax, 
accounting or legal advice; it is provided solely for informational purposes. 


