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Probe of high-profile 401(k)
fiduciary advocate could cost
advisers business
DOL investigating claims Hutcheson stole money from plan sponsors; he
trumpeted fiduciary standard to Congress

By Darla Mercado
November 10, 2011 3:35 pm ET

A Labor Department investigation of well-known fiduciary advocate Matthew Hutcheson is
raising fears that small businesses will shy away from offering plans or from turning to
advisers.

Mr. Hutcheson, who has appeared before
Congress to talk about the merits of
advisers' adhering to the highest standard
of care when dealing with retirement
plans, is facing allegations from the
clients of the plans he oversees that their
retirement funds went missing, according

Adver t isement

$500K reps

Firms with the largest portion of $500K+ producers

Top 5 Firms

1. Girard Securities Inc.
2. IMS Securities Inc./IMS Financial Advisors Inc.
3. Commonwealth Financial Network
4. BCG Securities Inc.
5. Founders Financial Securities LLC

View Full Ranking »

Adver t isement

Most Popular

Monday, November 14, 2011 Login  |  RegisterFeedback  ?

http://www.investmentnews.com/section/broker-dealer-data
http://www.investmentnews.com/section/broker-dealer-data

http://www.investmentnews.com/
https://home.investmentnews.com/clickshare/subscriptionCenter.do
https://sec.crain.com/IN/
http://www.investmentnews.com/section/rss
http://www.investmentnews.com/section/rss
http://www.investmentnews.com/section/cci?template=ignoreUserAgent&xRedirect=%2Fsection%2Fonlinenews%26template%3Dsmartphone
http://www.investmentnews.com/section/cci?template=ignoreUserAgent&xRedirect=%2Fsection%2Fonlinenews%26template%3Dsmartphone
http://oas-central.realmedia.com/RealMedia/ads/click_lx.ads/www.investmentnews.com/article/ID_111119992/L30/1195210718/TopRight/crain/INO_OH_MASTUDYSALES_ROS_BTN_1011/compStudyRegular_180x75.gif/30585637626b345579434d4143364d77;zip=US:60608?x
http://www.investmentnews.com/section/data
http://www.investmentnews.com/adviserstudy
http://www.investmentnews.com/section/multimedia
http://www.investmentnews.com/section/community
http://www.investmentnews.com/
http://www.investmentnews.com/section/investments
http://www.investmentnews.com/section/brokerdealers
http://www.investmentnews.com/section/practicemanagement
http://www.investmentnews.com/section/wealthandretirement
http://www.investmentnews.com/section/ria
http://www.investmentnews.com/section/insurance
http://www.investmentnews.com/section/regulation
http://www.investmentnews.com/section/onlinenews
http://www.investmentnews.com/section/events
http://www.investmentnews.com/section/webcasts
http://www.investmentnews.com/section/columns
http://www.investmentnews.com/section/career-connection
http://www.investmentnews.com/section/broker-dealer-data
http://www.investmentnews.com/section/specialreports

http://www.investmentnews.com/apps/pbcs.dll/personalia?ID=DMERCADO
http://www.investmentnews.com/reprints
http://www.investmentnews.com/article/20111110/FREE/111119992?template=printart
http://www.investmentnews.com/article/20111110/FREE/111119992?template=emailart
http://www.facebook.com/sharer.php?u=http://www.investmentnews.com%2Fapps%2Fpbcs.dll%2Farticle%3FAID%3D%2F20111110%2FFREE%2F111119992&t=Probe%20of%20high-profile%20401%28k%29%20fiduciary%20advocate%20could%20cost%20advisers%20business
http://twitter.com/?status=Probe%20of%20high-profile%20401%28k%29%20fiduciary%20advocate%20could%20cost%20advisers%20business http://www.investmentnews.com%2Fapps%2Fpbcs.dll%2Farticle%3FAID%3D%2F20111110%2FFREE%2F111119992
http://www.linkedin.com/shareArticle?mini=true&url=http://www.investmentnews.com%2Fapps%2Fpbcs.dll%2Farticle%3FAID%3D%2F20111110%2FFREE%2F111119992&title=Probe%20of%20high-profile%20401%28k%29%20fiduciary%20advocate%20could%20cost%20advisers%20business&summary=%3Cbr%3E%0D%0A%3Cfont%20size%3D2%3E%3Cb%3EDOL%20said%20to%20be%20investigating%20claims%20Hutcheson%20stole%20money%20from%20plan%20sponsors%3B%20he%20trumpeted%20fiduciary%20standard%20to%20Congress%3C%2Fb%3E%3C%2Ffont%3E%3Cbr%3E%0D%0A&source=InvestmentNews

http://www.investmentnews.com/section/broker-dealer-data-rankings?U=custom&F=p500r&XS=34238_0
http://www.investmentnews.com/section/broker-dealer-data-profile&R=290054
http://www.investmentnews.com/section/broker-dealer-data-profile&R=290075
http://www.investmentnews.com/section/broker-dealer-data-profile&R=289955
http://www.investmentnews.com/section/broker-dealer-data-profile&R=289945
http://www.investmentnews.com/section/broker-dealer-data-profile&R=612300
http://www.investmentnews.com/section/broker-dealer-data-rankings?U=custom&F=p500r&XS=34238_0

http://www.investmentnews.com/section/most_popular
https://home.investmentnews.com/clickshare/cspLogin.do?CSTargetURL=http://www.investmentnews.com/article/20111110/FREE/111119992
https://home.investmentnews.com/clickshare/addAccountPrint.do?CSProduct=investmentnews&CSResumeURL=http://www.investmentnews.com/article/20111110/FREE/111119992
SMANTY

SMANTY



Probe of high-profile 401(k) fiduciary advocate could cost advisers business - InvestmentNews

http://www.investmentnews.com/article/20111110/FREE/111119992[11/14/2011 8:48:09 AM]

Related to this story

Lawmakers, adviser groups gird for another
fiduciary-rule battle with DOL

With new rule, DOL nixes additional fees for
401(k) advisers

Labor Department, SEC coordinate on participant
401(k) fee disclosures

Despite complaints, Labor Dept. nixes additional
fees for 401(k) advisers

Have no fear of DOL fee disclosure regs

Topics
401(k)

to Bloomberg.

Bit an attorney for Matthew Hutcheson
asserted his client had done nothing
wrong and that the money is safe.

At least two small business clients of Mr.
Hutcheson have claimed that funds from
their plans have gone missing, according
to Bloomberg News. One client, a North
Carolina dentist, alleged that $275,000 in
his plan was gone. Another client, who
complained to the DOL, claimed $1
million went missing during a transfer to a
new plan. Both small businesses were
reportedly in multiemployer plans, which
bring together a group of related
employers to keep costs lower.

A spokesman for the Labor Department
confirmed that the agency is investigating
Mr. Hutcheson, but would not comment
on what specific allegations caused it to

initiate the probe.

“My client has at all times been a prudent manager of the funds he is charged with
overseeing,” his attorney Dennis Charney wrote in an e-mail to InvestmentNews. “Simply
put, Mr. Hutcheson has advised me that the funds are safe and have fared better than
funds placed by other managers in other plans.”

Rodney Thompson, co-owner of Thompson Audiology and a member of the same
multiemployer plan as the North Carolina dentist, said he doubted the attorney’s denials.

"He's been giving us that story since August," said Mr. Thompson. "We tried to nail him on
where the funds are, and he won't tell us."

Mr. Thompson added that the adviser's attorney had indicated that they would work out a
solution to resolve the situation by the end of November. He said he’s "99% positive that
nothing's going to happen."

If the charges are true, it would be a fall from grace for Mr. Hutcheson. He has been an
ardent and vocal advocate of 401(k) advisers acting in the best interest of their clients and
has testified on the fiduciary issue before Congress.

The DOL investigation is a concern to the retirement industry, as it comes at a time when
regulators and legislators are preparing to clash over the Labor Department’s upcoming re-
release of a rule that would expand the definition of “fiduciary” for retirement plans.

As a result, some have questioned whether the investigation will set back efforts in the push
for higher standards. Others expect greater skepticism and scrutiny coming from plan
sponsors who are looking to hire an adviser or adopt a retirement plan.

“I’d like to see the results of the DOL’s investigation,” said Marcia Wagner, an an attorney
who specializes in the Employee Retirement Income Security Act. “But if it doesn’t go well,
this undercuts the message. You need to apply fiduciary standards, but who can you trust?”

Blaine F. Aikin, chief executive of Fi360, which oversees the Accredited Investment
Fiduciary Analyst designation, noted that the DOL investigation actually makes the case for
stronger standards for advisers.

“We get tied up in the regulatory perspective, but this demonstrates that professional

Read Recommended Commented

Share value of Wells REIT plunges

Like comedy, secret to Social Security is timing

Top advisers see very slow growth in 2012

Protecting families from their wealth

Insights into the annuity puzzle

More Popular »

Upcoming Events

Tuesday, November 15, 2011

Finding Growth in a Global Recovery
A Portfolio Manager Viewpoints webcast with Nick P. Calamos of

Calamos Investments

Wednesday, November 30, 2011

Liquid Alternatives: Non-correlation
in a 1940 Act Structure

More Events »

Multimedia

More Video »

Tips for becoming a top RIA

Newsletter Sign-up

InvestmentNews Daily
The pulse of the financial advisory
industry.

 

More Newsletters »

Follow InvestmentNews

The pulse of the financial advisory industry.

   

http://www.investmentnews.com/article/20111108/FREE/111109939
http://www.investmentnews.com/article/20111108/FREE/111109939
http://www.investmentnews.com/article/20111030/REG/310309997
http://www.investmentnews.com/article/20111030/REG/310309997
http://www.investmentnews.com/article/20111028/FREE/111029932
http://www.investmentnews.com/article/20111028/FREE/111029932
http://www.investmentnews.com/article/20111024/FREE/111029975
http://www.investmentnews.com/article/20111024/FREE/111029975
http://www.investmentnews.com/article/20111016/REG/310169981
http://www.investmentnews.com/section/topic/401(k)?kid=39
http://www.investmentnews.com/article/20111113/REG/311139965
http://www.investmentnews.com/article/20111113/REG/311139972
http://www.investmentnews.com/article/20111113/REG/311139992
http://www.investmentnews.com/article/20111113/REG/311139970
http://www.investmentnews.com/article/20111113/REG/311139994
http://www.investmentnews.com/section/most_popular/
http://www.investmentnews.com/section/events
http://www.investmentnews.com/pmcalamos
http://www.investmentnews.com/pmcalamos
http://www.investmentnews.com/pmcalamos
http://www.investmentnews.com/pmequinox
http://www.investmentnews.com/pmequinox
http://www.investmentnews.com/section/events
http://www.investmentnews.com/section/multimedia
http://www.investmentnews.com/section/videos

http://www.investmentnews.com/section/multimedia?playerType=INTV&bctid=1268646376001
http://www.investmentnews.com/section/multimedia?playerType=INTV&bctid=1268646376001
http://www.investmentnews.com/section/multimedia?playerType=INTV&bctid=1268646376001
http://www.investmentnews.com/section/multimedia?playerType=INTV&bctid=1268646376001
https://home.investmentnews.com/clickshare/subscriptionCenter.do
http://www.linkedin.com/groups?home=&gid=2063238
http://twitter.com/newsfromin
http://www.facebook.com/pages/InvestmentNews/125848324137652
http://www.investmentnews.com/section/rss
SMANTY

SMANTY

SMANTY



Probe of high-profile 401(k) fiduciary advocate could cost advisers business - InvestmentNews

http://www.investmentnews.com/article/20111110/FREE/111119992[11/14/2011 8:48:09 AM]

standards need to be raised, as well as the regulatory standard; we need to police
ourselves,” he said.

Mr. Hutcheson carries the AIFA designation and could lose the accreditations if the
allegations against him turn out to be true, Mr. Aikin added.

In the shakeout following news of the investigation, industry observers generally expected
plan sponsors to be a little more skeptical of working with advisers.

“That skepticism from plans is a natural reaction, but the industry has seen almost all kinds
of dirty dealings we can think of — including activities that brought about the existence of
the [Employee Retirement Income Security Act of 1974] in the first place,” said Michael
Francis, president of Francis Investment Counsel LLC.

Others fear that among the smallest businesses, there may be some hesitation to start a
retirement plan in the first place.

“We don’t want small businesses to lose confidence in the system, and it’s cases like this
that can have that kind of effect,” said Brian Graff, executive director of the American
Society of Pension Professionals and Actuaries. “It’s important that we don’t forget about
those small business owners who allegedly thought they were working with someone they
could trust.”

Indeed, some plan sponsors who become cynical about working with a financial adviser
might simply opt to work with the biggest names in the 401(k) space.

“If [news of the investigation] went more mainstream, I can see this driving more plan
sponsors to the largest providers, that safety in choosing a big name,” said Mike Alfred, co-
founder of BrightScope Inc., a research firm that rates 401(k) plans.

Plan sponsors who continue working with advisers will likely search for more details on
what’s going on with their plans.

“Plan sponsors might put in some firm limits, taking control of the plan,” Mr. Alfred said.
“They might require multiple signatures to make transfers from accounts.”

“We go back to President Reagan’s ‘trust but verify,’” said Don Trone, chief executive of
3ethos, which recently started its own fiduciary education program. “I think certain plan
sponsors will ask for more verification of what’s going on.”
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