
AdvisorFacts
Advisor Best Practices: Providing  
Fiduciary Education to Plan Sponsors 
Many employers rely on a financial professional to help select and monitor investment options for the retirement plan 
they offer to their employees. But being an advisor to retirement plan clients allows you to offer more than investment 
expertise and benchmarking support. You can also provide valuable support to plan sponsors by educating them about 
their responsibilities as an ERISA plan fiduciary and helping them design policies and procedures that will drive fiduciary 
compliance. Newport Group Fiduciary Consulting can be your partner to deliver this value to your prospects and clients.

Under ERISA, most plan sponsors are considered both the “named fiduciary” with overall responsibility for the plan and 
the “plan administrator” with discretion over how the plan is operated. To satisfy their responsibilities, ERISA fiduciaries 
must meet the high standards of conduct imposed by ERISA:  

u act solely in the best interests of participants and beneficiaries

u avoid conflicts of interest

u act with the skills of a prudent expert (or hire one with the necessary expertise)

u diversify investments

u follow the terms of the plan document 

u ensure that plan assets are used to pay only necessary and reasonable plan expenses

If a fiduciary does not follow the fiduciary standards of conduct, the Department of Labor (DOL) has authority to enforce 
the rules through civil and criminal actions. Participants and other plan fiduciaries also have the right to initiate lawsuits 
to correct fiduciary wrongdoing. In a recent case brought by participants in a New York University 403(b) plan, the plan 
fiduciaries were accused of imprudently managing the selection and monitoring of recordkeepers, resulting in high fees, 
as well as imprudently retaining certain investments, resulting in significant losses.1 Although the Court ultimately ruled in 
favor of the fiduciaries, in its opinion, the Court pointed out that several members of the plan committee had a concerning 
lack of knowledge of their fiduciary responsibilities or even their status as a fiduciary.

Unfortunately, many plan sponsors today lack experience with what it means to be an ERISA fiduciary. Advisors can help 
provide the education needed to ensure that plan sponsors understand the scope of their responsibilities and the steps 
they should take to satisfy the prudence and due diligence requirements in overseeing plan administration and managing 
plan investments. The level of fiduciary education needed for each client will vary depending upon the experience of 
the plan sponsor, any company employees who are involved in plan operations (e.g., human resource director), and the 
scope of their responsibilities. 

Most plan sponsors would benefit from foundational education covering topics such as: 

u the fiduciary standards under ERISA and how that translates into specific responsibilities related to  
overseeing a retirement plan 

u bonding requirements

u plan fees and fee disclosure rules

u current service provider relationships and any delegation of fiduciary duties (e.g., 3(16) plan administrator,  
3(21) investment advisor, or 3(38) investment manager)

u terms of the investment policy statement (if applicable)

u terms of the plan document

u critical compliance deadlines 
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Plan advisors should also educate plan sponsors about the importance of developing written policies and procedures 
for all critical fiduciary functions, such as selecting and monitoring service providers and plan investments. Just as 
important as developing procedures is maintaining records documenting compliance with the plan’s procedures and 
other fiduciary activity. Finally, plan sponsors should understand how to conduct periodic checkups to review their 
practices to determine if their policies were followed and identify any necessary corrections.

Advisor Action Steps in Partnership with 
Newport Group Fiduciary Consulting 

u Educate plan sponsors about fiduciary responsibilities. Help plan sponsors understand what is required to meet 
the ERISA fiduciary standards of prudence and due diligence when managing plan operations, investments and 
expenses. Many advisors include this valuable fiduciary education in their annual or quarterly meetings with plan 
sponsors. You may want to determine now which fiduciary education topics you want to focus on during the 2019 
calendar year. You can choose topics to coincide with plan year deadlines or with specific services you provide, 
such as benchmarking fees or investment reviews. 

u Alert plan sponsors about regulatory changes and industry trends. Not only should new plan sponsors and other 
individuals new to the fiduciary role receive foundational fiduciary education, but fiduciaries should also receive 
ongoing training to stay up to date with DOL and Internal Revenue Service (IRS) proposals or enforcement 
initiatives, new products and services, and retirement plan trends.

u Use free education materials from the DOL. The DOL has published free education materials to help plan 
sponsors understand their fiduciary responsibilities. These materials may help you determine which fiduciary 
topics to include in your education program and can be used as a supplement to your presentations. 

u Meeting Your Fiduciary Responsibilities  
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/meeting-
your-fiduciary-responsibilities.pdf  

u This publication describes a plan sponsor’s responsibilities as an ERISA fiduciary, including limiting 
liability, meeting bonding requirements, timely depositing employee contributions, avoiding prohibited 
transactions, hiring and monitoring service providers, and informing participants and beneficiaries about 
the plan. 

u Understanding Retirement Plan Fees and Expenses  
https://www.dol.gov/agencies/ebsa/about-ebsa/our-activities/resource-center/publications/
understandingretirementplanfeesandexpenses

u In addition to helping plan sponsors understand that they have a fiduciary responsibility to ensure that 
the services provided to their plan are necessary and that the cost of those services is reasonable, this 
publication explains the various types of fees that may be charged to a retirement plan and the factors 
that might have an impact on the fees (e.g., revenue sharing arrangements). 

Join Newport Group in April for a webinar to learn how Newport Group supports advisors with Fiduciary  
Consulting services. It will take place Wednesday, April 25, at 4 p.m. ET (1 p.m. PT). Click here to register to attend. 
Later that month, we will also host a companion webinar for plan sponsors on fiduciary governance. Click here for 
more information.

Footnotes
1Sacerdote v. New York University, No. 16-cv-6284 (S.D.N.Y 2018) 

Newport Group and its affiliates do not provide tax, legal, or accounting advice. You should consult your won tax, legal and 
accounting advisors before making any decisions. 676766 (12/2018)
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