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NO BLACKOUT CONVERSIONS:  Eliminate The Stress/Fears Of Switching 401(k) Providers & Capture More Business. A Sales Idea by Gary Anderson & Dan Agar, Managing Directors in Chicago & Dallas for MassMutual Retirement Services.  Edited by CFDD.
Once a benefits manager concludes a change is necessary to obtain new or improved services for a 401(k) plan, going to work can be a dreadful thing. Indeed, conversion thoughts can lead to a rise in blood pressure and sleepless nights.  Job responsibility aside, conversions are not something experienced managers pursue willingly.
In the past, inconvenience, disruption, errors, unhappy/suspicious participants and a long blackout period have defined the conversion process.   Fortunately, managers need no longer fear conversions because zero blackout and 24-hour conversions are now a reality.
Specialists could also benefit and distinguish themselves by communicating the conversion progress made in the provider community over the last few years on what some call “make-or-break capability.”  MassMutual Retirement Services (MMRS) has been a leader in this charge and we have gone live on the same day - or within 24 hours of receiving records and assets – with one plan per month, on average, over the last three years.
In spite of the technology advancements, the conversion service standards that are the most important to sponsors have not changed.  Sponsors look to specialists for help and specialists look to their providers for support in the following key areas:

· Managing Participant Expectations:  Ultimately, it is the plan participants that benefit from a plan, but they are also exposed to financial risk should a conversion be mismanaged.  Participants are also the most important constituents for the sponsor because they can be the most volatile.  
Specialists must therefore make sure the selected provider understands that managing participant expectations is their primary responsibility during a conversion and central to supporting sponsors from a fiduciary standpoint.  Maintaining focus on how each step of the conversion affects participants can also help minimize risk.
· Managing Sponsor Expectations:  A sponsor would most appreciate complete flexibility during a conversion – systems and capabilities should not be an issue.  “Just take the data from my current provider and move it accurately and immediately to my new provider,” is the sponsor’s basic request.  Specialists should therefore ensure the providers they bring to the table can accommodate those needs.  
MMRS built and introduced a new recordkeeping system in 1998 and we can take data in virtually any format and translate it quickly and accurately.  We also have point and click mapping capabilities that help reduce time and cost.  In short, our technology is helping us set the standard for plan conversions with little or no blackout periods and meet – and in many cases – exceed sponsor expectations.
· Managing The Process:  Specialists, sponsors and participants need help in getting through the conversion process.  Providers must work with the sponsor and the current provider to ensure that each responsibility is met.  Each task must also be completed in a timely fashion to ensure a successful transition.  MMRS employs a team of experts – from technology to employee communications – to help sponsors manage the process, before, during and after the conversion. We also believe that our approach is the standard level of support that should be expected.
In summary, helping sponsors get over the fear of making a change is an important event because it opens the door for major improvements in the plan and provides specialists with an opportunity to capture new business.
Choosing a new provider

Talk is cheap, but what about the actual conversion process?  Here are some plan conversion guidelines for specialists to share with potential clients:
Every potential provider coming to the table should be expected to provide a conversion timeline that identifies each task and who will be responsible for completing those tasks. The current and new provider must handle most of the work and should be willing to work together. After performing the necessary due diligence and selecting a new service provider, the plan sponsor is still responsible for minimizing the blackout period and communicating with plan participants. 

To assist the sponsor, specialists should find out how many conversions the provider and the assigned team have completed. Specialists should also evaluate the team’s workload and find out of it allows them to be fully dedicated to the conversion.  In short, experience, identifying red flags and trouble shooting skills translates into fewer problems.
Specialists should also look for a new provider with the flexibility to take data in virtually any format. Ideally, the plan sponsor’s payroll format should become the new provider’s format. Moving data electronically is definitely the preferred path because it saves time and reduces errors.

Specialists should also ask the new provider how long it will take to have the plan live on their system after they’ve received the data in good order. 

Funds should be invested, based on the aggregate fund balances, as soon as they are transferred to the new provider. Fund mapping, i.e., investing the transferred assets to funds with similar investment objectives and portfolio characteristics, is also now the preferred method.  The primary purpose of fund-mapping is to prevent participant assets from sitting idle or out of the market for an extended time period. Once final participant records are transferred, individual participant fund balances can be rebuilt.

Specialists should also note that a provider who can map assets to similar investment options can help mitigate the sponsor’s fiduciary liability. Mapping also eliminates the need for participant re-enrollment. It also ensures that participant balances remain actively invested throughout the conversion process and are available for inquiry and transaction as soon as the plan is live.

Specialists should also make sure they understand how the mapping process will impact their commissions.

MINIMIZING THE BLACKOUT PERIOD
Minimizing the blackout period requires a clear understanding of the dynamics that impact the length of the period.  The primary actions that determine the blackout period are discussed below and include: the date the existing provider stops accepting transactions, the time it takes the existing provider to transfer records and the time it takes the new provider to go live.
· The Date The Existing Provider Stops Accepting Transactions:  The further from the conversion date (the date the assets transfer and the new provider takes over administrative responsibilities), the longer the blackout and specialists should push for the shortest time possible.  If records are balanced at the end of each day, transactions can be taken up to the day before a conversion.  It does, however, make sense to stop requests sooner for check-cutting transactions, i.e., hardship withdrawals, loans, etc.  Reducing the current provider’s workload by shifting some tasks, such as processing the last payroll, can also shorten the blackout period.
· The Time It Takes The Existing Provider To Transfer Records:  Given today’s technology, transferring records is typically a workload issue, not a data processing issue.  If the current provider is asking for more than a few days, specialists should find out why.  Sponsors and specialists should also stay on top of the process all the way because overseeing the progress ensures that the team stays focused on the project.
· The Time It Takes The New Provider To Go Live:  This is the only segment of the blackout period that the new provider has any control over. The new provider should also conduct multiple conversion process tests prior to the conversion date. 
As noted, plans generally go through a conversion for new and or better services, but clean data can be a secondary benefit.  It may also make more sense to scrub the data after the conversion when it is non-intrusive to the conversion process.

It may also make sense to pick an uncommon conversion date to ensure the provider is not overburdened with multiple plan conversions at the time of the conversion. In other words, don’t pick the first day of the year or the first day of a quarter. It also makes sense to review plan history and pick a day of traditionally slow day of participant activity.
Communicating with plan participants

We have already noted the importance of managing participant expectations, but participant concerns and suspicions should also be addressed through ongoing communications. As part of the transition process, the new vendor should provide a comprehensive communications package that helps the sponsor explain the purpose of the conversion succinctly and how it will benefit participants.    

Participants should be reassured, but they have no reason to be involved during the transition, i.e., it should be seamless on their part. Once the conversion is completed, informational meetings should also be conducted to explain the changes and provide opportunity for enrollment, asset re-allocation and cross-selling.
DISTINGUISHING COMPETITIVE ADVANTAGE

Consolidation has intensified competitive pressures and like the rest of the industry, specialists must become more efficient and work smarter.  Teaming strong wholesalers and large case capabilities with no blackout conversions could provide specialists with a distinguishing competitive advantage and improve closing ratios.

In spite of consolidation, the upper mid market is lacking capability rich broker-sold product and the aforementioned could prove particularly productive in that market segment. 
                                                 _____________________________

“It takes less time to do a thing right,
                                         than it does to explain why you did it wrong.”

                                                     - Henry Wadsworth Longfellow -
                                               ______________________________
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