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Offer Employees a Do-Over with Reenrollment

Who doesn’t appreciate a do-over? Getting a second chance to do something better than you did 

the first time—like a mulligan for your sliced tee shot on the golf course or having another crack at 

making a first impression—is something that most people would overwhelmingly embrace.

When it comes to investing in a 401(k) plan, many participants could certainly use a do-over. That’s 

where 401(k) reenrollment comes in.ng order to plan documents.

What is reenrollment?

Reenrollment is a process that allows your employees to modify their existing (and, potentially, unsuitable) 
401(k) investment choices into a qualified default investment alternative (QDIA). The QDIA is usually a 
professionally managed target-date fund (TDF) that automatically invests and allocates participants’ assets 
according to their date of birth and projected retirement date. Plan participants will receive notification 
that their existing assets, as well as future contributions, will be directed to the QDIA on a specified date, 
unless they choose to opt out. (Similar to auto-enrollment, reenrollment opt-out rates are surprisingly low 
compared with adoption rates.)

Why do your employees need reenrollment?

Recent research from J.P. Morgan reveals that employees who choose investments on their own rarely 
have the expertise or confidence to aptly select the right asset allocation mix and judiciously manage their 
accounts over time. In short, they need help!

Reenrolling into a TDF removes the guesswork. It also provides an effective means for your employees  
to achieve a more appropriately diversified portfolio that automatically rebalances on a periodic   
basis—something that most participants fail to do on their own. And while employees of any age can 
benefit from reenrollment, older employees may find reenrollment especially beneficial. Specifically, it  
will help ensure that they guard against too much equity exposure (and a greater risk of market volatility) 
as their retirement date approaches. 

Plan sponsors benefit, too!

To be sure, reenrollment primarily benefits plan participants. But there are compelling benefits for 
retirement plan sponsors as well—not the least of which is the potential mitigation of fiduciary risk. Plan 
sponsors who conduct a reenrollment may enjoy safe harbor protections for assets that are invested in the 
QDIA. (Remember, prudently selecting a QDIA is, in itself, a fiduciary act.)

In addition, by offering mechanisms such as reenrollment, plan sponsors are equipping their valued 
employees with impactful strategies for investing their hard-earned retirement assets. This leads to a 
better participant experience, which in turn fosters improved employee morale.
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https://am.jpmorgan.com/blob-gim/1383332035324/83456/RI-REENROLL_2017-03_FINAL.pdf
https://www.ebri.org/pdf/notespdf/EBRI_Notes_v38no5_WBS.18Apr17.pdf
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Offer Employees a Do-Over with Reenrollment (continued) 

Wondering what actually happens when you conduct a reenrollment?

The illustration below represents a typical reenrollment process timeline. Specifics, of course, vary   
by recordkeeper.
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EXHIBIT 3: STANDARDIZED FIVE-YEAR RETURNS—HIGHS, LOWS AND 
MEDIANS BY INVESTMENT STRATEGY 

Source: J.P. Morgan retirement research. Analysis measurement period is December 31, 
2011, through December 31, 2016. The above data represents a sampling of participant 
data. It does not represent the returns of any individual product or portfolio. Exclusive 
reliance on the above is not advised. This information is not intended as a recommenda-
tion to invest in any particular manner. Rate of return for the measurement period is 
aggregated by investment strategy. Historical rate of return is not a guarantee of and 
may not be indicative of future results. See “Important Disclosures for Personal Rate of 
Return Methodology” for additional information.

The illustration below represents a typical re-enrollment process timeline. Specifics, of course, vary by recordkeeper.
EXHIBIT 4: COMMUNICATIONS BEST PRACTICES FOR CREATING AN OPTIMAL PARTICIPANT EXPERIENCE
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Re-enrolling participants into investment options that provide 
professional management and increasingly conservative  
risk/return profiles as retirement approaches not only helps  
to improve asset allocation within the 401(k) account, but also 
maintains a well-diversified allocation over time. These options  
are intended to minimize extreme outcomes—which may provide 
participants with a more consistent investment experience than 
the portfolios individually constructed by most do-it-yourselfers 
(see EXHIBIT 3).

WONDERING WHAT ACTUALLY HAPPENS WHEN YOU CONDUCT A RE-ENROLLMENT? 

F I D U C I A R Y  C O N S I D E R A T I O N S

Before conducting a re-enrollment, a plan sponsor must 
engage in a prudent process for determining whether 
a re-enrollment is appropriate for the plan and its 
participants. Plan sponsors that conduct a re-enrollment 
may gain safe harbor protection for defaulted assets, 
assuming the noti cation requirements described 
below are met. The re-enrollment approach typically 
results in a higher percentage of plan assets that are 
considered defaulted.

• Initial opt-out notification: Participants must be given 
the opportunity to make a new investment election 
before they are defaulted into the plan’s QDIA. The ini-
tial notice must be provided at least 30 days before 
the participants’ assets are invested in the QDIA (i.e., 
the end of the re-enrollment window) to satisfy the 
minimum legal requirements. Although not required, 
announcement and reminder notices are often sent in 
advance of the initial opt-out notification and before 
the re-enrollment window ends, respectively, to ensure 
that no participant is inadvertently defaulted.

• Annual notices: Annual notices must be provided to 
remind participants that they were defaulted into the 
QDIA and that they have the right to direct the 
investments in their accounts.

2 Source: J.P. Morgan Plan Sponsor Research 2015.

RESEARCH CORNER 
54% OF PLAN SPONSORS aren’t aware of the potential to 
receive duciary protection for participant assets that were 
defaulted into their plans’ QDIA during a re-enrollment.2

J .P.  MORGAN ASSET MANAGEMENT   3

UNDERSTANDING RE-ENROLLMENT

5 New Year’s Resolutions for Retirement Plan Stewards

The new year is the perfect time for retirement plan sponsors and fiduciaries to reflect on all aspects 
of their retirement plans. With that in mind, here are five resolutions that will help you promote sound 
fiduciary, plan, and participant health in 2018 and beyond.

1) Supercharge participant savings rates

Your employees may be saving, but are they saving enough? To help answer this question, analyze current 
participant balances and participation rates and then compare them with historical participant benchmarks. 
Do employees understand the critical role that their workplace retirement plan plays in their future financial 
well-being? If the answer is no, meet with your retirement plan advisor to discuss how a meaningful 
retirement savings education strategy could enhance your employees’ overall financial wellness.

2) Analyze your plan’s design

When was the last time you put your plan’s design under the microscope? If it’s been more than a 
year or two, changes may be in order. Does the plan offer auto-features and an incentivizing matching 
contribution for your employees? Has the design of the plan kept up with the needs of business owners 
and key stakeholders? Staying current and forward thinking as your company grows is critical to building a 
plan that works well in the present and the future.

3) Install a comprehensive investment process

Creating an investment policy statement (IPS) is the starting point for investment committees and plan 
fiduciaries. Next, the selection, analysis, and (if needed) replacement of the plan’s investments should 
follow the process set forth in the IPS. Does the investment menu cover desired sectors and categories, 
plus offer TDF options? A thorough review with your retirement plan advisor will ensure that the plan’s 
investments do not stray from the guidelines prescribed in the IPS.

Source: J.P. Morgan Asset Management
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on your specific situation. 
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5 New Year’s Resolutions for Retirement Plan Stewards (continued) 

4) Audit plan fees and expenses

Ongoing expense monitoring and benchmarking is vital. Why? Plan sponsors have a fiduciary responsibility 
to know whether fees charged to the plan by service providers are reasonable for the services they are 
rendering. Most industry experts recommend that formal benchmarking take place at least every two years. 
Annual fee disclosure notices will help you determine who is being paid—and how much.

5) Document, document, document!

Last but certainly not least, maintaining a well-organized 401(k) file (either hard copy or virtual) of 
important plan documents, vendor correspondence, contracts, forms, and agreements will help you meet 
ERISA record retention requirements. It will also ensure that you are well prepared in the event of an audit.

We Can Help

Contact us if you would like to know more about the reenrollment process, your New Year’s fiduciary 
checklist, or any aspect of your plan–we’re ready and willing to help.

https://www.irs.gov/retirement-plans/maintaining-your-retirement-plan-records

