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2018 Market Performance 01/01/2018 to 08/31/2018 
 
DJIA ^DJI Up 4.49%  
S&P 500 ^GSPC Up 8.03%   
NASDAQ ^IXIC Up 17.01% 
Russell 2000 ^RUT Up 13.37%  
 
* Index performance does NOT include  
any fees (Gross of fees)  
 
Source: http//finance.yahoo.com 
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Do you know how much money you have in your check-
ing account? If you keep your checkbook balanced, an-
swering that question becomes easier. 
    
Balancing, reconciling, whatever you want to call it – this 
is a core financial skill, even if you happen to do all your 
banking online. If you bounce a check, overdraft fees can 
be high. 
   
While apps like Mint and Prism give you a real-time look 
at account balances, transactions, and monthly debts to pay, 
their alerts and notifications do not necessarily instill good 
money habits. Balancing a checkbook takes just a few 
minutes a month and having a hard-copy portrait of your 
checking account is a plus. Noting your transactions (and 
fees) helps you keep on top of your personal finances. (It 
may even help you spot a mistake.)1 
   
First step: consistently record what happens with your 
checking account. Consistency is everything. Record debit 
card withdrawals, ATM deposits and withdrawals, even 
fees. If jotting all this down in that bland-looking check 
register gives you the blues, consider using a check register 
app on your phone or tablet as an alternative. 
 

Second step: reconcile. Reconciling occurs when you 
compare your monthly checking account statement with 
your personal record of checking account activity. Ideally, 
you look at them and find no difference. If something 
seems amiss, you can quickly determine whether it is a 
case of bank error or human error. (Some personal finan-
cial apps have a reconciling function that makes this whole 
process more-or-less instant.)2  
 
Balancing your checkbook is easier than ever. You 
could elect to be nonchalant about it, especially if you hap-
pen to have a huge balance in a personal (or business) 
checking account – but a carefree attitude might leave you 
poorer and more pinched financially than you want to be. It 
is best to be thrifty and keep track of your deposits and 
withdrawals.  
Citations. 
1 - nerdwallet.com/blog/finance/budgeting-saving-tools/ 
[3/13/18] 
2 - capitalone.com/financial-education/money-basics/
balancing-budget/balance-your-checkbook/ [8/28/18] 

Balancing Your Checkbook 
A useful skill, even in a digital age.  
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How often do retirement plan sponsors check up on 401(k)s? Not as often as they should, perhaps. Employers need to be espe-
cially vigilant these days.  
   
Every plan sponsor should know about two recent court rulings. One came from the Supreme Court in 2015; another, from the 
U.S. District Court for the Central District of California in 2017. Both concerned the same case: Tibble v. Edison International. 
 
In Tibble v. Edison International, some beneficiaries of the Edison 401(k) Savings Plan took Edison International to court, seeking 
damages for losses and equitable relief. The plaintiffs contended that Edison International’s financial advisors and investment com-
mittee had breached their fiduciary duty to the plan participants. Twice, they argued, the plan sponsor had added higher-priced funds 
to the plan’s investment selection when near-identical, lower-priced equivalents were available.1 

 

Siding with the plan participants, the SCOTUS ruled that under ERISA, a plaintiff may initiate a claim for violation of fiduciary 
duty by a plan sponsor within six years of the breach of an ongoing duty of prudence in investment selection.1 
   
The unanimous SCOTUS decision on Tibble (expressed by Justice Stephen Breyer) stated that “cost-conscious management is fun-
damental to prudence in the investment function.” This degree of alertness should be applied “not only in making investments but in 
monitoring and reviewing investments. Implicit in a trustee’s [plan fiduciary’s] duties is a duty to be cost-conscious.”2,3 
 
Two years later, the U.S. District Court ruled that Edison International had indeed committed a breach of fiduciary duty regarding 
the selection of all 17 mutual funds offered to participants in its retirement plan. It also stated that damages would be calculated 
“from 2011 to the present, based not on the statutory rate, but by the 401(k) plan’s overall returns” during those six years.3 
 
The message from these rulings is clear: the investment committee created by a plan sponsor shoulders nearly as much responsibility 
for monitoring investments and fees as a third-party advisor. Most small businesses, however, are not prepared to benchmark pro-
cesses and continuously look for and reject unacceptable investments. 
   
Do you have high-quality investment choices in your plan? While larger plan sponsors have more “pull” with plan providers, this 
does not relegate a small company sponsoring a 401(k) to a substandard investment selection. Employees are smart and will ask 
questions sooner or later. “Why does this 401(k) have only one bond fund?” “Where are the target-date funds?” “I went to Morn-
ingstar, and some of these funds have so-so ratings.” Questions and comments like these are reasonable and surface when a plan’s 
roster of investments is too short. 
   
Are your plan’s investment fees reasonable? Employees can deduce this without checking up on the Form 5500 you file – there 
are websites that offer some general information as to what is and what is not acceptable. Most retirement savers read up on this 
with time, and most know (or will know) that a plan with administrative fees pushing 1% is less than ideal.  
   
Are you using institutional share classes in your 401(k)? This was the key issue brought to light by the plan participants in Tibble 
v. Edison International. The U.S. District Court noted that while Edison International’s investment committee and third-party advi-
sors placed 17 funds in its retirement plan, it “selected the retail shares instead of the institutional shares, or failed to switch to insti-
tutional share classes once one became available.”3   
   
Institutional share classes commonly have lower fees than retail share classes. To some observers, the difference in fees may seem 
trivial – but the impact on retirement savings over time may be significant.3 
   
When was the last time you reviewed your 401(k) fund selection & share class? Was it a few years ago? Has it been longer than 
that? Why not review this today? Call in a financial professional to help you review your plan’s investment offering and investment 
fees. 
Citations. 
1 - faegrebd.com/en/insights/publications/2015/5/supreme-court-decides-tibble-v-edison-international [5/18/15] 
2 - cpajournal.com/2017/09/13/erisas-reasonable-fee-requirement/ [9/13/17] 
3 - tinyurl.com/yd8s2rq3 [8/17/17] 

Is Your Company’s 401(k) Plan as Good as It Could Be? 
Two recent court rulings may make you want to double-check.. 
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5 Retirement Concerns Too Often Overlooked 
Baby boomers entering their “second acts” should think about these matters. 

Retirement is undeniably a major life and fi-
nancial transition. Even so, baby boomers can 
run the risk of growing nonchalant about some of 
the financial challenges that retirement poses, for 
not all are immediately obvious. In looking for-
ward to their “second acts,” boomers may over-
look a few matters that a thorough retirement 
strategy needs to address. 
   
RMDs. The Internal Revenue Service directs sen-
iors to withdraw money from qualified retirement 
accounts after age 70½. This class of accounts in-
cludes traditional IRAs and employer-sponsored 
retirement plans. These drawdowns are officially 
termed Required Minimum Distributions 
(RMDs).1    
  
Taxes. Speaking of RMDs, the income from an 
RMD is fully taxable and cannot be rolled over 
into a Roth IRA. The income is certainly a plus, 
but it may also send a retiree into a higher income 
tax bracket for the year.1 
   
Retirement does not necessarily imply reduced 
taxes. While people may earn less in retirement 
than they once did, many forms of income are tax-
able: RMDs; investment income and dividends; 
most pensions; even a portion of Social Security 
income depending on a taxpayer’s total income 
and filing status. Of course, once a mortgage is 
paid off, a retiree loses the chance to take the sig-
nificant mortgage interest deduction.2 
  
Health care costs. Those who retire in reasonably 
good health may not be inclined to think about 
health care crises, but they could occur sooner ra-
ther than later – and they could be costly. As 
Forbes notes, five esteemed economists recently 
published a white paper called The Lifetime Medi-
cal Spending of Retirees; their analysis found that 
between age 70 and death, the average American 
senior pays $122,000 for medical care, much of it 

from personal savings. Five percent of this demo-
graphic contends with out-of-pocket medical bills 
exceeding $300,000. Medicines? The “donut 
hole” in Medicare still exists, and annually, there 
are retirees who pay thousands of dollars of their 
own money for needed drugs.3,4 
 

Eldercare needs. Those who live longer or face 
health complications will probably need some 
long-term care. According to a study from the De-
partment of Health and Human Services, the aver-
age American who turned 65 in 2015 could end 
up paying $138,000 in total long-term care costs. 
Long-term care insurance is expensive, though, 
and can be difficult to obtain.5  
One other end-of-life expense many retirees over-
look: funeral and burial costs. Pre-planning to ad-
dress this expense may help surviving spouses and 
children. 
 

Rising consumer prices. Since 1968, consumer 
inflation has averaged around 4% a year. Does 
that sound bearable? At a glance, maybe it does. 
Over time, however, 4% inflation can really do 
some damage to purchasing power. In 20 years, 
continued 4% inflation would make today’s dollar 
worth $0.46. Retirees would be wise to invest in a 
way that gives them the potential to keep up with 
increasing consumer costs.4 

 

As part of your preparation for retirement, 
give these matters some thought. Enjoy the here 
and now, but recognize the potential for these fac-
tors to impact your financial future. 
Citations. 
1 - thebalance.com/required-minimum-distributions-2388780 [6/3/18] 
2 - kiplinger.com/slideshow/taxes/T064-S003-how-10-types-of-
retirement-income-get-taxed/index.html [3/27/18] 
3 - forbes.com/sites/nextavenue/2018/06/28/the-truth-about-health-care-
costs-in-retirement/ [6/28/18] 
4 - mdmag.com/physicians-money-digest/practice-management/four-big
-retirement-threats-and-how-to-protect-yourself [8/2/18] 
5 - money.usnews.com/money/personal-finance/saving-and-budgeting/articles/2018
-04-13/6-ways-to-pay-for-long-term-care-if-you-cant-afford-insurance [4/13/18] 
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Sometimes, life gets expensive. A little bad luck or a twist of fate can hit us right in the checkbook and challenge us to 
live within our budget.  
   
An emergency fund may help us handle major financial disruptions. For the minor ones, a rainy day fund may suffice.  
    
A rainy day fund and an emergency fund differ in scale, but not purpose. Both funds are designed to fully or partly 
absorb sudden costs. An emergency fund contains enough cash to help a household through a sudden financial crisis: a 
serious illness, a job loss. A rainy day fund is built in anticipation of certain expenses, rather than as a response to un-
foreseen emergencies. It may be created just to deal with one probable future expense. 
    
As an example, think of a couple living in a desert community not far from a normally shallow or dry creek. Most years, 
the creek is no bother – but in two of the past 12 years, summer monsoons have caused the creek to swell, with a little 
water creeping into their backyard, patio, and kitchen on both occasions. Wisely, they start a rainy day fund to deal with 
the potential expenses that could arise from that impending rainy day.   
  
Rainy day funds can address all kinds of financial inconveniences. Cars need service and repair; a rainy day fund 
dedicated to auto maintenance may help allay costs. Dental work can become expensive. So can veterinary bills. College 
textbooks seem to be pricier each year.  
   
A rainy day fund can be built gradually, if preferred. Think $20 or $50 a month. Or, you can devote a lump sum to 
one. The cash can go into a savings account, a money market account that gives you the ability to write checks, or an 
interest-bearing checking account.  
   
How about an investment account or a certificate of deposit? That idea could have more downside than upside. A rainy 
day fund is not only about saving money, but easily accessing it. A CD gives you the chance to grow your invested as-
sets, but if you want to quickly withdraw those assets, you may end up with a loss stemming from an early withdrawal 
penalty. Similarly, you could end up withdrawing less from a brokerage account than you put into it, due to investment 
underperformance.1 
       
Newly revised data from the Bureau of Economic Analysis shows that Americans saved 6.7% of their incomes during 
2016-17. This is encouraging. It suggests that consumers are being prudent, building cash reserves for both financially 
sunny and rainy days.2 
Citations. 
1 - studentloanhero.com/featured/times-cd-work-for-your-savings/ [7/10/18] 
2 - bloomberg.com/news/articles/2018-07-27/americans-have-been-saving-much-more-than-thought-new-data-show 
[7/27/18] 

Build Your Rainy Day Fund 
Like an emergency fund, it can come in handy.  


