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Time To Consider Automatic Enrollment

Automatic enrollment is a plan concept that plan sponsors can adopt that encourages worker
participation in 401(k) retirement plans.  Approximately one-third of eligible workers do not
participate in their employer’s 401(k) plan.  The employees that do not participate in the plan can
cause the plan to fail nondiscriminating testing and cause the highly compensated employees to
received 401(k) refunds and not be able to save as much for retirement.

Plan sponsors can use automatic enrollment for new participants, existing participants that have not
made an election and existing participants that are not deferring at the automatic enrollment
percentage.   Under automatic enrollment participants are automatically enrolled in the plan at a
predefined percentage, normally 3 to 5%.   Plan sponsors can annually increase the automatic
enrollment percentage.  Automatic employee contributions cannot exceed 10 percent of
compensation in any year.

Participants can stop automatic enrollment by completing an enrollment form and making a zero
election.  The contributions are invested in a predetermined investment such as a target date or
lifestyle fund.

Automatic enrollment is a great way to get everyone participating in the plan and saving for
retirement.  It simplifies the enrollment process, offers significant tax advantages and helps
employees to begin saving for their future.

© Administrative Retirement Services, Inc. 2010 
Published by Administrative Retirement Services, Inc., Copyright 2010 by Administrative Retirement Services, Inc.
Reproduction in whole or in part is prohibited except by written permission. All rights are reserved. Information has
been obtained by Administrative Retirement Services, Inc. from sources believed to be reliable. However, because
of the possibility of human or mechanical error by our sources, Administrative Retirement Services, Inc. or others,
Administrative Retirement Services, Inc. does not guarantee the accuracy, adequacy, or completeness of any
information and is not responsible for any errors or omissions or the result obtained from the use of such information.
Readers should seek specific advice before acting with regard to the subjects mentioned here.


