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Employer-sponsored 401(k) plans play a 
starring role in most retirement plans. Yet, it’s 
the segment of a client’s portfolio that advi-
sors have the least control over. Clients have 
little or no say in the options available in their 
employer retirement plans or over who holds 
the assets.

Still, many rely on their advisors to help them 
make allocation decisions.

“An advisor can play an enormous role in just 
managing and coaching right behaviors and 
savings behaviors with a 401(k),” says Paul 
Tyler, chief marketing officer at Nassau Fi-
nancial Group and host of a podcast, “That 
Annuity Show.”

“I think a lot of people don’t really understand 
the rights they have with a 401(k) plan,” he 
adds.

Getting the basics right
Despite the restrictions, there’s a lot that ad-
visors can do to help clients with their 401(k) 
plans. For one, there can be a fair amount of 
education needed.

Scott Butler, a financial planner at Klauenberg 
Retirement Solutions in Maryland, says clients 
are commonly confused about how much they 
can put into a 401(k) or mistakenly think that 
Roth individual retirement account and 401(k) 
contributions are from the same pool. Others 
are under the impression that they can’t con-
tribute to both.

How accounts are taxed is another area of 

focus. “There’s a fairly decent percentage of 
clients who are surprised to find out that when 
they pull that money out, it’s going to be tax-
able as income,” says Butler.

Clients also don’t necessarily know that it’s 
possible to move and consolidate various 
401(k) accounts from former employers into a 
single account that’s managed by an agent or 
registered investment advisor. If consolidat-
ing, advisors should help clients by pointing 
out options and fees, says Nassau Financial 
Group’s Tyler.

Consolidating, of course, gives advisors more 
visibility into a client’s overall financial picture. 
Jerrod Weiss, a retirement sales consultant 
at LT Trust, a provider of trust and custodial 
services, points out that 401(k) providers only 
have access to the 401(k) balance. “So, our 
equity glide path may say something that’s 
totally different than what [clients] should be 
doing because they have all these different 
assets outside,” he says.

Coordinating with other accounts
Another way advisors help clients with their 
401(k) is by advising on allocation and check-
ing in every quarter. Is the client taking full 
advantage of the employer match? Is rebal-
ancing needed? Advisors can guide clients 
through their 401(k) choices.

Weiss suggests advisors ask for a 404(a)(5) 
statement — the required annual disclosure 
that participants must receive. The statement 
discloses administrative fees, recordkeeping 
fees, as well as investments and investment 
expense ratios.

Even if the 401(k) plan has higher-than-typi-
cal fees or less-than-stellar returns, “it’s pretty 

tough to get away from the tax advantages 
associated with a 401(k) plan,” Weiss says. 
That said, once a client starts nearing the 
maximum contribution limits, there should be 
a discussion on how an IRA or Roth IRA plan 
might fit into retirement plans and the bigger 
tax diversification picture.

Advisors can educate clients on the different 
types of accounts and how they come together 
to diversify risk and tax exposure. Many cli-
ents have so much tied up in their 401(k), they 
don’t have any tax-free dollars available, says 
Klauenberg Retirement Solutions’ Butler. Hav-
ing some money in a Roth IRA in retirement 
is attractive because it can help clients lower 
tax burdens once in retirement. For instance, 
if a client suddenly had some high medical 
expenses one year at age 70 and had to pull 
large amounts from a 401(k) to pay for it, that 
could put them in a higher tax bracket that 
year, disqualify them for tax credits or force 
them to pay a Medicare surcharge.

A relatively new trend is Roth 401(k)s that 
combine some of the most attractive features 
of 401(k) plans and Roth IRAs. Butler says 
he sees more and more employers offer Roth 
401(k) plans. They allow for employer matches 
and contributions directly from paychecks, like 
401(k) plans. But like a Roth IRA, their distribu-
tions aren’t subject to income tax. Another ad-
vantage of these Roth 401(k) plans is that they 
eliminate the income limit and have a higher 
contribution limit.

Though 401(k) plans are mostly out of advi-
sors’ hands, they can still do a lot to make 
sure clients stay on top of their 401(k) plans 
and see how they fit into their overall retire-
ment strategy.
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Scott Butler, CRC, is a financial planner with Klauenberg Retirement Solutions. Using his 
background as a former teacher, Scott breaks down financial topics to levels that clients can 
more easily understand, believing each person should have a basic understanding of the wealth 

strategies and products that work for them. 

To contact Scott, call 301-317-0401 or visit KlauenbergRetirementSolutions.com 
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