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• Ensure that retirement
programs are aligned with 
the organization’s policies 
and business goals

• Ensure that plan features 
and strategies are aligned 
with our participant 
demographics

• Ensure that the plan 
remains competitive with 
other companies that may 
compete for our 
employees

• Provide the information, 
resources, and advice to 
help our employees 
effectively plan, save, and 
invest for their retirements

• Provide a very attractive 
and highly competitive 
benefit plan to employees

• Provide an attractive 
menu of investment 
options and account 
management programs to 
enable our employees to 
prudently invest their 
retirement savings

• Allow for the diverse 
financial needs and 
sophistication of our 
employees

• Maintain a diverse but 
reasonable number of core 
menu options

• Develop, follow, and 
document a consistent 
series of prudent 
processes to satisfy our 
fiduciary obligations to our 
employees

• Ensure that our retirement 
committee remains 
informed of prevailing 
regulatory considerations 
and market trends

• Provide timely and 
accurate account 
reporting and processing 

• Ensure that we retain 
effective and user-friendly 
resources for the 
management of our plans 

• Maintain compliance with 
prevailing regulatory 
requirements 

• Ensure that the plan is 
paying fair and reasonable 
fees for the services 
provided
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• Peer review key plan 
features: eligibility, 
matching, and vesting 
policies 

• Evaluate automatic 
features for enrollment 
and deferral increases 

• Evaluate re-enrollment

• Evaluate optional testing 
methods

• Evaluate Roth feature

• Allow multiple options for 
personalized advice

• Conduct targeted 
outreach campaigns

• Conduct demographic 
analysis 

• Conduct participant 
satisfaction surveys

• Provide multiple forms of 
participant 
communications

• Evaluate risk—versus age—
based asset allocation 
strategies

• Evaluate model portfolios 
versus managed accounts 

• Select qualified deferred 
investment alternatives

• Evaluate active and 
passive investing 
strategies

• Formal investment policy 
statement (IPS)

• Evaluate investment 
oversight advisory 
services-3(21) or 3(38) 

• Document fee payment 
policy

• Fiduciary training

• Fee benchmarking for 
service providers 

• 404(c) compliance

• 408(b)(2) compliance

Vendor 
Management

is a key 
component to 
managing a 
successful 
retirement 
plan.

Managing a Successful Retirement Plan
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A fiduciary is responsible for understanding 
and evaluating plan fees associated with plan 
investments and services. 

Having the least expensive plan is not 
required. 

However, fiduciaries have the responsibility 
for ensuring that the costs associated with 
the services provided are reasonable in 
relation to the service received.

Fiduciary Duties Under ERISA
• Duty of prudence 
• Duty of loyalty
• Duty to diversify
• Duty to monitor and supervise
• Duty to ensure reasonable 

fees
• Duty to avoid prohibited 

transactions

DUTY TO ENSURE REASONABLE FEES
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Are we getting a good value 
from our provider?

Are we paying competitive fees?

DUTY TO ENSURE REASONABLE FEES
Creating a consistent process to 
review and document all plan fees 
on an ongoing basis is an important 
step in fulfilling your fiduciary 
responsibility.
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Ensuring Reasonable Fees 

• Analyze and document total plan costs

• Understand the use of revenue sharing arrangements on plan costs

• Compare plan costs to the market every two-three years

• Additional service providers such as auditors, investment advisors, and 
consultants should be monitored on a consistent basis as well

DUTY TO ENSURE REASONABLE FEES
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97
ERISA fee 

lawsuits filed 
in 2020

23
ERISA fee 

lawsuits filed 
in 2021 

(through Q3)

29
Settlements 
between Q1 
2020 and Q3 

2021

>$1 
billion

Plan asset 
size typically 
targeted (no 
public plans)

2
Trial verdicts 
between Q1 
2020 and Q3 

2021

FEE LITIGATION—BY THE NUMBERS
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Obtain/maintain fiduciary liability insurance coverage

Have a discussion with your insurance broker to avoid surprises at 
renewal time

Know what the policy does and doesn’t cover (e.g., legal defense costs)

Review common litigation issues with plan counsel to determine 
exposure (e.g., share classes, revenue sharing, recordkeeping fees, and 
request for proposal (RFP) frequency)

FEE LITIGATION—PLAN SPONSOR TAKEAWAYS
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• Lawsuit payments have increased

• Premiums and retention amounts have 
increased

• Providers are seeking more details 
through Requests for Information (RFI)

• Coverage amounts are declining

TRENDS IN FIDUCIARY LIABILITY INSURANCE
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A 2021 study surveyed 12 fiduciary liability insurance providers to identify the 
biggest factors in the cost of this protection.

Over 50% of responses listed the follow factors:
• Frequency of documented fee benchmarking

• Company stock held within the retirement plan

• Use of retail share classes of mutual funds or mutual funds that generate revenue sharing

Other cost drivers include:
• Documented decisions through meeting minutes

• Use of investment advisor 

• Annual fiduciary training for retirement plan committee

Source: “What Drives Fiduciary Liability?,” aon.com, 2021 

TRENDS IN FIDUCIARY LIABILITY INSURANCE
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Benchmarking Plan Fees
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The three types of fees that retirement plan fiduciaries need to understand and 
evaluate are:

1. Investment fees

2. Recordkeeping and administrative fees

3. Other service provider fees

TYPES OF PLAN FEES
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Investment Fees
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Investment fees and performance should be reviewed on a regular basis. 

It is important that investment fees not be evaluated in isolation, but in 
conjunction with performance.

Investment fees should be compared to peers in the same investment category 
(e.g., large-cap blend) and in conjunction with investment performance 
compared to category peers and the index (e.g., S&P 500 Index for a large-cap 
blend fund). 

It is important to evaluate the investment option’s share classes to understand 
the net investment fee of each fund (i.e., total fund expense minus any revenue 
sharing), which may be different from the stated expense ratio.

1. INVESTMENT FEES
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1. Benchmarking only the total expense ratio of the fund. 

Comparing the overall fund expense ratio without isolating the net investment 
fee component can result in a misinterpretation of benchmark results. 

COMMON PITFALLS
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2. Fund’s fees benchmarked to a peer group that is not applicable or apples-to-
apples. 

In this scenario, the category peer group includes all share classes of funds in 
that asset class and both active and passively managed investments.

COMMON PITFALLS
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3. Not considering investment fees in conjunction with overall investment 
performance of the fund.

It is important to remember that the lowest fee is not always the best value. 

The fund’s investment fees may be reasonable if, net of all fees, the fund is 
meeting performance standards set by the plan. This is even if its net 
investment fee is higher than the appropriate category average. 

COMMON PITFALLS
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INVESTMENT BENCHMARK EXAMPLE
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Recordkeeping and 
Administrative Fees
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Administration and recordkeeping fees should be reviewed periodically to ensure 
that the costs are reasonable for the services that are being provided.

A common approach is to perform a fee benchmark against similar sized plans and 
comparable services in the market every 1 to 3 years and to conduct a more 
formal comparison such as an RFP or RFI every 5 to 10 years to review quality of 
service and level of fees paid. 

2. RECORDKEEPING AND ADMINISTRATIVE FEES
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• Full-service recordkeeping, plan administration, and custodial services
• Plan design support
• Participant enrollment support and materials
• Plan documents and supporting forms
• Plan compliance services
• Form 5500 preparation
• Plan sponsor website access to plan information 
• VRU/call center and participant website
• Quarterly mailing of participant statements
• Statement/notice delivery
• QDRO, loan, and hardship-withdrawal outsourcing
• Fund changes/fund actions service

TYPICAL PROVIDER SERVICES
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WAYS TO BENCHMARK RECORDKEEPING AND 
ADMINISTRATIVE FEES

RECORDKEEPING FEES ONLY

STANDARD FEE BENCHMARK CUSTOM FEE BENCHMARK/RFI

Utilizing advisor proprietary tools or industry software 
systems, fees can be easily benchmarked without going to 
market

Several pieces of plan data are gathered and sent to 
vendors that could service the plan; those vendors then 
respond to the opportunity with a proposed price.

Typically used to get a quick price check of fee 
reasonableness

Live bids from other vendors can be used as a negotiating 
tool with current vendor

Output of higher-than-average fees could warrant pricing 
discussion with current recordkeeper and/or issuance of 
formal RFI/RFP

Transaction and ancillary fees are included as part of 
benchmark

Timeline: 1-2 weeks Timeline: 3-4 weeks
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RECORDKEEPING FEES ONLY AND SERVICES
LIMITED SCOPE RFP FULL SCOPE RFP

To assess recordkeeper services in addition to fees, a short 
list of questions is sent to vendors along with the pricing 
request

The most robust vendor search process asks for the full 
scope of services from each recordkeeper along with pricing 

Simple to moderate plan complexity, a shorter timeline and 
streamlined output

Plan complexity, multi-plan arrangements and presence of 
current service issues often require the most in-depth 
assessment of each vendor

Live bids from other vendors plus details on proposed 
service model help clients determine if they would like to 
bring in finalists to present their services 

• Finals meetings with vendor candidates are typically held 
as a result of the project

Timeline: 5-6 weeks • Timeline: 6-10+ weeks

WAYS TO BENCHMARK RECORDKEEPING AND 
ADMINISTRATIVE FEES
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There are many ways to pay for plan administrative fees.

There is no single correct approach to fee allocation. In most cases, 
philosophical perspectives will drive an organization’s fee allocation decision.

HOW TO PAY FOR PLAN FEES
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<$5 million $5 million  -
$15 million

$15 million -
$25 million

$25 million -
$50 million

$50 million -
$100 million

$100 million -
$250 million

$250 million -
$500 million

Plan Size

Percentage Change in Average Recordkeeping/Administrative Fee

$10,000 -
$25,000

$50,000 -
$75,000

$100,000+

Average 
Account 
Balance

Source: CAPTRUST client data (Q1 2017-Q1 2022)

CHANGES IN RECORDKEEPING FEES
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THE PRICE OF LOWER FEES

Where Is the Lost Revenue Being Reclaimed?

Proprietary Investments

Retirement plan providers affiliated with asset management firms 
typically offer reduced pricing for plan administration if a 
proprietary investment option is used. The fees paid for asset 
management help offset the lost revenue for recordkeeping and 
administration. 

Ancillary Fees
To supplement base recordkeeping fees, many providers have 
implemented ancillary one-time fees for special projects such as 
fund changes or data cleanup. Participant transaction fees may 
also be increased.

Participant Services

Another avenue to make up for lost recordkeeping revenue is the 
addition of services aimed at plan participants, both in and out of 
plan. Common services include investment advice/education, 
student loan management, health savings accounts, and financial 
planning/budgeting.
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THE PRICE OF LOWER FEES

What to Consider

Is the desire for lower fees influencing investment decisions?

Do fund change and project fees impact decisions made on behalf of the plan?

Are services targeted at plan participants providing valuable and conflict-free solutions?

Do you understand all the sources of revenue received by your recordkeeper?
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RECORDKEEPING FEE BENCHMARK EXAMPLE
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Other Service Provider Fees
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• Other service provider fees should be evaluated on a regular basis, including 
audit fees, legal fees, and investment advisory and consulting fees. 

• Utilizing some third-party industry software systems, fees can be benchmarked 
without going to market periodically. 

• A more formal comparison such as an RFP every 5 to 10 years to review quality 
of service and level of fees paid is prudent (or more often if concerns exist 
regarding the quality of service being provided or the level of fees being paid).

3. OTHER SERVICE PROVIDER FEES
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Key Takeaways 
and Resources
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Fiduciaries have the responsibility to ensure that the costs associated with the 
services provided are reasonable, in relation to the services received.

The three types of fees that retirement plan fiduciaries need to understand 
and evaluate are: investment fees, recordkeeping and administrative fees, 
and other service provider fees.

There are many tools and resources to help you benchmark plan fees. Create 
a consistent process, do it periodically, and document findings.

KEY TAKEAWAYS
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A Look at 401(k) Plan Fees (dol.gov)

Understanding Retirement Plan Fees and Expenses (dol.gov)

reporting-and-disclosure-guide-for-employee-benefit-plans.pdf (dol.gov)

Document Type of Information To Whom When

Plan Service Provider Disclosures Certain plan service providers must 
provide detailed information about 
compensation, both direct and 
indirect, that they will receive for 
providing services to pension plans. 
Service providers also may have to 
furnish information to assist plans in 
complying with other ERISA reporting 
and disclosure requirements (e.g., 
Form 5500 Annual Report, Participant 
Plan and Investment Fee Disclosures). 
See 29 CFR § 2550.408b-2(c) for 
definitions of which service providers 
must comply and the specific 
disclosures that must be furnished.

Plan fiduciaries responsible for hiring 
pension plan service providers.

Generally, disclosure must be 
furnished to the plan fiduciary 
reasonable in advance of entering into
a contract or arrangement with the 
service provider. See 29 CFR §
2550.408b-2(c) for provisions on when 
charges or updates to previously 
disclosed information must be 
furnished by the service provider.

PLAN SPONSOR RESOURCES
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Three reminders!
1. Session evaluation is available

– On the conference app
– Online at www.iscebs.org/2022symp

2. CEBS designees—Be sure to report your 
Compliance credit.

• Turn in a white ticket as you leave the room.
OR

• Report this session individually at 
www.ifebp.org/myprofile

3. CE credit for other professions (green slip) must 
be turned in as you leave the room.

Thank You!

www.ifebp.org/myprofile

www.iscebs.org/2022symp
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