
 

 
 
 

 

401k Insights 
 

Hello all and welcome again to our 401k newsletter Fall 
2017 edition. In the midst of balloon fiesta preparations, a 
possible tax code overhaul, and the smell of roasted green 
chile we’d like to cover the topic of your plans’ “Summary 
Plan Description” or SPD.  
 
Every qualified plan has a plan document, and the shorter 
version of this document is the SPD. Your company is 
required to not only distribute at least one to every 
participant, usually at enrollment, but update it at least 
every 5 years.  
 
This document contains the answer to many of your 
questions regarding contributions, distributions, and 
contact information. It is worth your while to dig through 
its contents when you have some down time to understand 
the intricacies of the plan.    
 
Distribution rules for example are usually a popular 
question. Plans can decide to allow In-Service (while you 
are employed) Distributions, Hardship Distributions, or no 
In-Service Distributions at all. Hardship Distributions arise 
when you, as a participant, are not allowed to take a 
distribution on your account unless you meet one of the 
hardship distribution reasons. These include items that are 
considered immediate and a heavy financial need: 
 

 Medical expenses incurred by the participant, their 
spouse, dependents, or plan beneficiary;  
 

 Costs directly related to the purchase of the 
participants principal residence (but not mortgage 
payments); 
 

 Tuition and related secondary educational fees, such 
as room and board for the next 12 months for the 
participant, their spouse, dependents, or plan 
beneficiary; 

 Necessary payments to prevent foreclosure on the 
mortgage of their principal residence or eviction 
from their home; 
 

 Funeral expenses for the participant, their spouse, 
children, parents, dependents, or plan beneficiary;  
 
Or 
 

 Expenses to repair casualty damage to their 
principal residence.      

Even if you meet the above criteria, you may still be 
assessed a 10% early withdrawal penalty if you are under 
the age of 59 ½. So please make sure to connect with a tax 
consultant before making distribution decisions.  
 
The SPD also covers items such as the participants ability 
to change their salary deferral, if a vesting schedule has 
been adopted, and the amount of contributions your 
employer is to make on your behalf including safe harbor 
or matching contributions. Matching contributions could be 
as simple as a 1 to 1 ratio meaning each dollar you put into 
the plan, your employer will match it. An alternate formula 
would match $0.50 of every dollar you contribute up to 6% 
of your salary. Meaning if you deferred 6% of your salary, 
the company will match up to 3%, and a total of 9% is 
contributed to your account.  
 
Your SPD will state all these details, and we highly 
recommend a quick reading of it when you have a moment. 
By reading this document we find that most people find 
almost all answers to their questions without needing 
outside support.  
 
We are here to answer your questions and guide you 
through the twists and turns of your plan as issues arise, or 
when you find yourself facing financial planning problems.   
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Did you know????? 

According to the most recent Social Security administration’s “Disability and Death Probability Tables for Insured 
Workers Born in 1996”, the average person has a 27% chance of being disabled prior to reaching 67 and has a 7% 
chance of passing away before reaching 67. Meaning you are almost 4 times more likely to experience a disability 
than death. While Life Insurance will likely fill a need you have, not having an adequate Disability Insurance Policy 
could leave your most valuable monetary asset, your paycheck, in extreme peril.  
Source: https://www.ssa.gov/oact/NOTES/ran6/an2016-6.pdf 
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