401(k) Sponsor Adoption Guide

The Solution for your
Company’s Retirement Plan
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Your PEO Strategic Ally
Strategic Ally
Your PEO is your strategic ally in more than just human resources, payroll and benefits. The PEO
401(k) plan is a key element to you and your employees' financial future. The 401(k) is no longer an
optional benefit. It is as much expected as health insurance was ten years ago. That’s why there is a
large influx of new participants to 401(k) retirement plans. The hurdle for most businesses is to put
together a 401(k) plan that is up-to-date, easy to use and cost-effective. The PEO overcomes these
hurdles for you with our plan design, investment performance and service.

Investment Platform
The line-up of mutual funds that comprise the investment platform are highly rated funds. They have
been carefully selected by the PEO’s Investment Committee for rating, expenses and stability of the
fund. The overall platform utilizes funds with varied investment styles such as value, blend and growth.
Some of the fund families featured on our platform are:
Vanguard
T. Rowe Price
Fidelity
John Hancock
BlackRock
American Funds
PIMCO
Franklin
MFS
DFA

Pre-Allocated Portfolios
Employees who are not familiar with investing and assessing risk can select an asset-allocated
portfolio that matches their risk tolerance and investment strategy. Slavic Mutual Funds Management
Corporation (the investment advisor) offers three distinct portfolios for aggressive, moderate and
conservative investors. The portfolios are rebalanced once per year to maintain targeted risk levels.

Multiple Employer Plan
The Multiple Employer Plan captures one of the best features of an employee leasing company — its
size. By co-adopting the PEO's master plan, you become part of a plan with conceivably thousands of
participants and millions of dollars in plan assets. An important element of the plan design is that the
individual company does not need to adopt its own plan document or be solely responsible for the
fiduciary compliance of the plan. Each company that co-adopts the master plan is individually tested
for compliance with IRS and DOL guidelines. For retirement plan purposes, the work-site company is
the common-law employer.

PEO Plan

Adopts or Subscribes To Master Plan

Company A

Company B

Company C

Individual Participants In Company Plans
© 2009 Copyright Slavic Investments
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Design of the Plan
The Value Proposition
The PEO 401(k) Plan is one of the greatest values in the employee leasing arrangement. Typically, the
high cost of administration makes the 401(k) impractical for most small- to medium-sized businesses.
The design, scale and efficiency of your PEO 401(k) Plan allows you to offer a sophisticated retirement
program at a fraction of the cost required to establish and maintain an individual plan.

Client Profile

company is a

Generally, a company is a good 401(k) candidate if it has ten or more eligible employees who annually
earn an average of $25,000 or more. Some groups, such as medical or legal practices or smaller
groups in which the owner earns very high wages compared to a support staff, may also be good candidates, if there is a good matching or profit-sharing employer contribution or “Safe Harbor” provision.

good 401(k)

Payroll-Deducted IRA

Generally, a

candidate if it
has ten or
more eligible

If a company does not elect the Safe Harbor provision or anticipates sparse participation, an IRA may
be a good choice. Payroll-deducted IRAs are available to all PEO employees, even if the work-site
employer chooses not to adopt the PEO 401(k) Plan. Employees may set up a Traditional, Education
or Roth IRA account with one of four mutual fund companies:
• DWS Investments
• Oppenheimer Funds
• Fidelity Investments
• American Funds
Contributions to the account are made through after-tax payroll deductions processed by your PEO.

employees.

The Roth IRA may also supplement 401(k)
contributions. Many Highly Compensated
Employees (HCEs) are limited in how much
they can defer into the 401(k) plan. They
may opt to establish a Roth IRA to save
additional income (income limits apply,
contact your CPA for details). Employees
age 50 or older may make an additional
“catch-up” contribution to an IRA.

Plan Expenses
The PEO 401(k) Plan is one of the greatest
values in the employee leasing arrangement.
Typically, the high cost of administration
makes the 401(k) impractical for most
small-to medium-sized businesses.
The cost of the plan consists of two types
of fees: an administrative asset fee which is
based on the total dollar amount of the plan;
and a fixed per head administration fee.
These fees pay for the compliance, tax
reporting and record keeping of the plan.
Other per transaction fees for participant
distributions and loans are also charged.
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The Plan Value
Portability of Assets
The plan assets of the 401(k) plan are fully “portable” if the adopting company decides to terminate its
service agreement with your PEO and move all plan assets. However, individual participants may only
receive a distribution upon leaving both the PEO and the work-site employer prior to age 59 1/2.

Existing Retirement Plans
The Slavic group of companies and your PEO will merge 401(k) plan assets from most individual plans
and Multiple Employer PEO plans. The plan sponsor must provide documentation required for
approval of the plan merger. There is a one-time employer charge for a plan merger.

The Technology Suite
The need to have your retirement plan information quickly and accurately is of utmost concern.
Participants can access their account information 24 hours a day, 7 days a week through
www.slavic401k.com.
The site is designed for easy access by all participants. Prospectuses and information about the plan
are available through downloadable text or achieved streaming video. Participants can also use the
web site to enroll in the 401(k) plan, submit fund exchange orders and make fund allocation changes.
Additionally, Slavic’s Customer Service Center is available during business hours 8:30 a.m. - 5:30 p.m.
Our representatives can provide investment advice, answer participants’ questions and execute
changes directed in writing or via our web site www.slavic401k.com.

Email Express
Upon request, a unique email service is available to each participant. Every Friday, the participant will
receive an email of their account balance and a brief message or market commentary.

Sponsor Express
Sponsor Express provides a monthly email summary of plan assets, participants, vesting or
profit-sharing contributions for most commonly used funds.

Matching Contributions
To encourage participation, you can elect to provide matching contributions for your employees. You
can match a percentage of participants’ 401(k) deferrals each pay period. Studies have shown that
plans that do not offer matching contributions have only 30% to 40% participation among eligible
employees. With matching contributions, that number jumps to 70%, 80% or higher.

5

Options of the Plan
Profit-Sharing Options

The Safe Harbor
Provision
provides you with
two employer
contribution
options: Safe
Harbor Matching
Contribution or

There are four types of profit-sharing contribution formulas used by employers.
Traditional Method
Also referred to as the “pro-rata method,” each participant receives a proportional allocation based
on eligible compensation. Contributions can be made in addition to 401(k) contributions.
Integrated Allocation Method
Employees who earn in excess of the Social Security Taxable Wage Base accrue no social security
retirement benefits on compensation paid in excess of that amount. An integrated profit-sharing
contribution allows for an employer to make an additional allocation to employees based on their
compensation above the Social Security Taxable Wage Base.
Age-Weighted Allocation Method
An age-weighted contribution allows an employer to allocate a contribution based on the
compensation and age of the eligible employees. This method greatly benefits participants that
are older and closer to retirement.
New Comparability Allocation Method
The new comparability plan, also known as cross-tested, allows the employer to divide the employees
into specific groups and allocate the contribution differently to each group. Compliance testing under a
new comparability allocation formula is achieved by either testing contributions alone or converting
contributions to an Equivalent Benefit Accrual Rate (EBAR) such as in defined benefit plans.

Safe Harbor Plan Design
You can select Safe Harbor Plan design and eliminate the nondiscrimination and top-heavy testing
requirements that apply to 401(k) deferrals and matching contributions (average deferral percentage
(ADP) and average contribution percentage (ACP) tests.) This means company owners and highly
compensated employees (HCEs) can defer the maximum.

Safe Harbor
Profit-Sharing

The Safe Harbor Provision provides you with two employer contribution options:
Safe Harbor Matching Contribution or Safe Harbor Profit-Sharing Contribution.

Contribution.
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Design of the Plan
If you have an existing plan, you must make your Safe Harbor election prior to the start of the plan
year. Notification requirements provide that employees be given written notice of the 401(k) Safe
Harbor election at least 30 days prior to the beginning of the plan year.

Eligibility Requirements
Standard eligibility is age 21 and one year of service. You may select a service requirement of less than
one year and an age requirement of less than 21. Selecting a service requirement of less than one year
will make part-time employees eligible to participate after they have met the eligibility requirements.

Standard Vesting
Vesting refers to the portion of an employee’s account that is nonforfeitable. Employees are always
100% vested in their own contributions. However, employees become vested in your company’s
contribution based on years of service with your company.
When an employee takes a distribution from the 401(k) plan, unvested company contributions go
to your plan’s forfeiture account. In future plan years, you can use these dollars towards your
company contributions.

Your 401(k) Plan Vesting Schedule, Unless Otherwise Adopted
Years of Service

Vested %

less than 2

0%

2

20%

3

40%

4

60%

5

80%

6

100%

401(k) Testing Requirements
For purposes of the 401(k) plan, employees are considered employees of the work-site employer.
Each adopting company is individually tested for compliance.
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Administration of the Plan
Contribution Limits
Participants can defer up to the maximum allowed under existing regulations, and for individuals
over age 50, an additional contribution may be made. Highly Compensated Employees (HCEs) may
be limited in the amount they may contribute to the Plan due to the IRS non-discrimination rules.

Three Categories of Employees
The following three categories of employees comprise the groups used in testing:

Participants can
defer up to the
maximum allowed
under existing
regulations and
for individuals
over age 50.
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Highly Compensated Employees (HCEs):
Employees who own more than 5% of the business, their spouses and lineal relatives.
Also, high income employees in the previous year with the work-site employer.
Key Employees:
Employees who own more than 5% of the business, their spouses and lineal relatives.
Also, certain shareholders and corporate officers.
Non-Highly Compensated Employees (NHCEs):
All eligible employees who are not part of the HCE group.

Controlled Groups
When a group of companies has sufficient common ownership, they form a controlled group. The
employees of these companies are treated as if they were employed by a single employer. A controlled
group of companies exists if five or fewer individuals have 80% or more common ownership, or if a
corporation has a controlling interest of at least 80% of a subsidiary. Affiliated service groups may not
require any common ownership to be treated as a controlled group. A legal opinion should be sought
by the client to determine if a controlled group or affiliated service group exists.

The Internet connection to your future

Checklist for the Plan
ADP and ACP Testing
Special non-discrimination rules apply to 401(k) plans to ensure that deferrals made by HCEs are not
disproportionate to deferrals made by rank-and-file employees. Usually a company’s HCEs can defer
two percent more than the Average Deferral Percentage (ADP) and the Average Contribution
Percentage (ACP) rate of NHCEs. Compensation is pro-rated throughout the calender year for the
purpose of employee deferrals. Therefore, when a plan is adopted mid-year, only compensation
earned after the adoption date or eligibility date can be considered.

Top-Heavy
A plan is top-heavy if at least 60% of the plan assets are held by key employees on the last day of the
preceding plan year (December 31). If a 401(k) plan is top-heavy, the employer is required to make a
3% profit-sharing contribution to all eligible non-key employees, whether or not the employees elect
to participate. If a plan is top-heavy at the end of the first year of the plan, then the 3% profit-sharing
contribution is required for that year and the following year as well.

Setting Up The 401(k) Plan Checklist
You may request a preliminary plan recommendation by mailing or faxing the
Plan Evaluation Survey and your company’s census to Slavic Integrated Administration.
A Slavic representative will contact you to discuss your retirement plan options. The following
documents will need to be completed to set up the Multiple Employer 401(k) plan:

❏ 1. Plan Evaluation Survey
❏ 2. Adoption Agreement
❏ 3. Safe Harbor Election (Optional)
❏ 4. Board Resolution
❏ 5. Plan Disclosure Statement
❏ 6. Prior year ADP/ACP & top-heavy test results (If the company has an existing 401(k) plan)
❏ 7. Employee Enrollment Forms
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Slavic Investment Group
Slavic Integrated Administration (SIA): DBA as slavic401k.com
SIA serves as a Third Party Administrator to qualified retirement plans. SIA was founded in 1995 to
concentrate on Multiple Employer Plan administration and compliance. It contains the systems, staff
and expertise necessary to meld and deliver a fully bundled 401k plan product. Using Relius software,
along with proprietary trading and web-enabled systems, complete service is provided to both
sponsors and participants. This entails all functions necessary to administer a unique “Multiple
Employer Plan” qualified under IRC section 413. This concentration enables our Plan Sponsors to
offer a cost-effective, flexible plan within the very complex regulations governing this industry.

Slavic Investment Corporation (SIC)
Slavic Investment Corporation (SIC) is a FINRA Broker/Dealer and a member of SIPC. Founded in
1988, SIC focuses on providing mutual fund platforms to retirement plans. As an independent broker
dealer utilizing the Mid Atlantic/Fidelity clearing arrangements, we can offer any fund for trading without
being tied to one fund family or product. This structure is true open architecture, whereby 12b-1 fees
and other fund revenue can be reimbursed directly to participant accounts. Therefore, SIC provides the
trading platforms allowing participants to receive rebates from funds paying revenue that typically are
passed to brokers as commissions.

Slavic Mutual Funds Management Corporation (SMF)
As an SEC registered investment advisor and named plan fiduciary, SMF analyzes, monitors and
recommends mutual funds as investment options for retirement plans, subject to the approval of the
sponsor's investment committee. In addition, SMF offers individual investment advice to participants at
no charge and manages three portfolios as extra options embedded in the mutual fund platform. These
managed portfolios come with an extra charge of 25 to 35 basis points and provide an alternative to
participants not wishing to self-direct their accounts. Since no Slavic company receives12b-1, or sub TA
fees, SMF offers unbiased investment recommendations and the best performing funds available.

Depository Services (DSI)
Depository Services (DSI), a DBA for Slavic Integrated Administration, Inc.(SIA), is a collective plan trust
bank account utilized for processing contributions and participant directed transactions. Funds remain
in this account only on a short-term basis, as they are forwarded to mutual funds for trades or disbursed to participants for distributions, loans and rollovers. No interest is paid on the float, and no fees
are charged to participants for use of this account.

SAS No. 70 Audited
Founded in 1995, slavic401k.com administrates Defined Contribution Plans as third-party administrator working in conjunction with SMF and SIC. The record keeping function of the plan is the responsibility of slavic401k.com. The record keeping services performed adhere to the guidelines contained in
the American Institute of Certified Public Accountants (AICPA) Statement on Auditing Standards No.
70 entitled “Service Organizations” as amended by AICPA Statement on Auditing Standards No. 88
entitled "Service Organizations and Reporting on Consistency."
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The 401(k) retirement plan, especially through the PEO arrangement, is one of the best and
most cost-effective benefits you as an employer can offer to your employees. Not only does
it give your employees the best way for them to prepare for retirement, it also allows you to
handsomely benefit as well. Your 401(k) deferrals, combined with matching and profit-sharing
contributions, could result in a significant amount for your retirement.
Most 401(k) plans for the small- to medium-size business can be expensive, burdensome
and potentially wrought with liability. The plan you are now considering successfully addresses
these important issues. The 401(k), due to its scale because of the PEO arrangement, is very
cost-effective. It is like a Fortune 500 benefit without the Fortune 500 price. Further, most
of the expense is actually borne by the participants, not you the
business owner. The PEO arrangement streamlines the operation of
the plan into the payroll system. There is no extra work for your staff
in implementing a new plan or taking over an existing plan you may
already have in place. Finally, most of the fiduciary issues that might
concern you are now the responsibility of the PEO.
The investment platform is comprised of some of the best performing, low expense and highly rated no-load mutual funds available.
The selection of funds is based on providing the participant a broad
cross-section of funds with diverse management styles and
objectives. These funds are reviewed annually by the Investment
Committee and from time-to-time are replaced if a fund does not adhere to the plan’s investment policy. This review process seeks to provide participants with a consistently strong lineup of investment choices. Our “pre-allocated” portfolios have been constructed to give nearly
all participants allocations that are designed to meet their retirement investment objectives.
We consider it a privilege to serve you and your employees. We look forward to working with
you in building a better future for you, your employees and your company.
Sincerely,
John Slavic
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Service Providers

FINRA Broker/Dealer
Member SIPC & FINRA

Providing integrated 401k administration
and recordkeeping services

Registered Investment Advisor offering
investment advice to the plans.

1075 Broken Sound Parkway, NW, Suite 100 • Boca Raton, FL 33487-3540
561.241.9244 • 800.356.3009 • Fax 561.241.1070
All material and information within this document is ©Copyright Slavic Investments 2011.
Reproduction of any of its content is forbidden by law.

