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Welcome Message 

 

Dear Plan-Sponsor, 

At Cognis Retirement Group, we recognize the dedication and sacrifices healthcare 
professionals make to care for others. Our mission is to provide the same level of care 
and attention to your employees’ financial well-being. 
 
This guide is designed to help you and your investment committee build a strong 
fiduciary governance foundation for your retirement plan, manage your plan assets with 
confidence, and create a legacy for your employees that reflects your values. Whether 
you are setting up a new plan or improving an existing plan, we are here to walk 
alongside you every step of the way. 
 

We hope that this 5th guide, in our Best Practices series,  serves as both a resource and a 
roadmap — enabling you to make informed decisions, stay compliant, and empower 
your employees to achieve lasting financial security. 

 

With gratitude and commitment, 

    
Andrew Mulindwa, PhD., CFA, FRM 
Managing Principal 
Cognis Retirement Group 
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Item 1  
Introduction 
 
Managing a 401(k) plan involves significant responsibilities that extend beyond merely 
offering retirement benefits. As a plan sponsor or committee member, you need to 
implement robust monitoring practices that safeguard participants' interests while 
fulfilling your fiduciary duties. Effective 401(k) plan monitoring requires regular 
review of investment options, fees, service providers, and plan design to ensure 
they continue to serve participants' best interests and comply with changing 
regulations. 

Establishing a structured approach to plan governance isn't just about regulatory 
compliance—it's about creating retirement security for your employees. The best 
practice stewardship model for 401(k) plans has evolved significantly, with courts 
consistently reinforcing that fiduciaries must monitor all investment options available in 
the plan. This ongoing vigilance helps protect both participants and fiduciaries from 
potential issues while maximizing the plan's effectiveness. 

Key Takeaways 

• Regular evaluation of investment options, fees, and service providers is essential 
to fulfilling your fiduciary responsibilities and optimizing participant outcomes. 

• Documenting your monitoring process with a formal governance framework 
provides legal protection and ensures consistent oversight of your 401(k) plan. 

• Participant education and transparent communication about plan features and 
performance are critical components of successful 401(k) plan management. 

 

Item 2 
Understanding 401k Plans 
 

401k plans serve as a cornerstone of retirement planning for millions of American 
workers. These employer-sponsored retirement accounts offer significant tax 
advantages while helping employees build wealth for their future financial security. 

Definition and Purpose 

A 401k plan is a tax-advantaged retirement account sponsored by employers that allows 
employees to save and invest a portion of their paycheck before taxes are taken out. The 
primary purpose is to encourage long-term savings for retirement while providing 
immediate tax benefits. 

 

 

https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=401k+Plan+Monitoring+-+Best+Practices&ots=4M6lRYNL5U&sig=V_agAxa9PUol229hFOpkzgt4Iw0
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=401k+Plan+Monitoring+-+Best+Practices&ots=4M6lRYNL5U&sig=V_agAxa9PUol229hFOpkzgt4Iw0
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/indilr57&section=7
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These plans are named after section 401(k) of the Internal Revenue Code, which was 
established in 1978. When you contribute to a 401k, you're essentially agreeing to set 
aside part of your current income to fund your future retirement needs. 

The institutional design of 401k plans places significant responsibility on participants to 
make informed decisions about their retirement futures. Your contributions grow tax-
deferred until withdrawal during retirement. 

Types of 401k Plans 

Traditional 401k Plans allow your contributions to be made with pre-tax dollars, 
reducing your current taxable income. Taxes are paid when you withdraw funds during 
retirement. 

Roth 401k Plans involve contributions made with after-tax dollars. The benefit comes 
later—qualified withdrawals in retirement are completely tax-free, including all earnings. 

Safe Harbor 401k Plans require employers to make fully vested contributions for 
employees, allowing the plan to bypass certain non-discrimination testing. 

SIMPLE 401k Plans are designed for small businesses with fewer than 100 employees 
and have simpler administration requirements but lower contribution limits. 

Solo 401k Plans are specialized options for self-employed individuals or business owners 
with no employees besides a spouse. 

Key Features of 401k Plans 

Contribution Limits: For 2025, you can contribute up to $23,000 annually (plus an 
additional $7,500 if you're over 50 as a catch-up contribution). 

Employer Matching: Many employers offer to match your contributions up to a certain 
percentage—essentially providing free money toward your retirement. 

Vesting Schedules: This determines when employer contributions fully belong to you. 
Vesting can be immediate or gradually increase over several years of service. 

Investment Options: Most plans offer a range of investment choices including: 

• Target-date funds 

• Mutual funds 

• Index funds 

• Company stock 

• Bond funds 

The monitoring of investment options is crucial, as plan fiduciaries have a duty to 
evaluate all available investments periodically. Understanding your plan's specific 
features and investment choices will help you maximize your retirement benefits. 

 

https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/hbusrew13&section=12
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/indilr57&section=7
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Understanding+401k+Plans+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOCYW&sig=oJZn5F5nLXChVnizzasE7TAH0AY
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Understanding+401k+Plans+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOCYW&sig=oJZn5F5nLXChVnizzasE7TAH0AY
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Item 3 
Roles and Responsibilities 
 

Effective 401(k) plan monitoring requires clearly defined roles and proper allocation of 
responsibilities among key stakeholders. Each party must understand their specific 
duties and work collaboratively to ensure the plan operates efficiently while meeting 
regulatory requirements. 

Role of the Plan Sponsor 

As a plan sponsor, you have primary responsibility for establishing and maintaining the 
401(k) plan. This includes creating the plan document, determining eligibility criteria, 
and setting contribution structures. You must select and monitor service providers who 
administer the plan. 

Your ongoing duties include: 

• Reviewing plan performance regularly (quarterly is recommended) 

• Ensuring compliance with ERISA regulations 

• Documenting all decisions related to the plan 

• Implementing a formal investment policy statement 

Regular evaluation of the plan's effectiveness is essential for maintaining its quality and 
meeting your fiduciary obligations. You should conduct benchmarking studies to 
compare your plan against industry standards for fees, services, and investment options. 

Role of the Plan Administrator 

The plan administrator handles day-to-day operations of your 401(k) plan. This role may 
be filled by an internal team member or outsourced to a third-party administrator (TPA). 
Administrators are responsible for participant enrollment, processing contributions, and 
maintaining accurate records. 

Key responsibilities include: 

• Processing participant transactions promptly 

• Distributing required notices and disclosures 

• Ensuring timely deposits of employee contributions 

• Preparing and filing Form 5500 annually 

Administrators must stay current with regulatory changes that may affect plan 
operations. They serve as the primary point of contact for participants who have 
questions about their accounts or need assistance with transactions. 

 

https://books.google.com/books?hl=de&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Roles+and+Responsibilities+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOCZ-&sig=Huhn78dNTLb_W1P9To941Jxim64
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Proper evaluation of the administrator's performance should be conducted regularly to 
ensure they meet service standards and compliance requirements. 

Role of the Investment Advisor 

Investment advisors provide critical expertise in selecting and monitoring plan 
investment options. They help develop an appropriate investment lineup that meets 
diverse participant needs while adhering to the plan's investment policy. 

Their responsibilities typically include: 

Quarterly Activities: 

• Reviewing investment performance against benchmarks 

• Assessing fund manager adherence to stated strategies 

• Identifying underperforming funds for potential replacement 

Annual Activities: 

• Conducting thorough investment menu reviews 

• Recommending changes based on market conditions 

• Providing fiduciary education to plan committees 

Investment advisors should deliver clear, objective advice free from conflicts of interest. 
The best practice stewardship model for 401(k) plans includes regular meetings with 
advisors to evaluate investment performance and discuss market trends. 

Fiduciary Responsibilities 

Fiduciaries bear the highest legal duty in plan management. Anyone with discretionary 
authority over plan administration or investments serves as a fiduciary, including plan 
sponsors, trustees, and investment committee members. 

Your core fiduciary duties include: 

1. Duty of Loyalty: Acting solely in the interest of plan participants and beneficiaries 

2. Duty of Prudence: Making informed decisions with appropriate expertise 

3. Duty to Diversify: Offering a broad range of investment options 

4. Duty to Follow Plan Documents: Adhering to plan terms unless they conflict 
with ERISA 

Proper documentation of all fiduciary activities is essential for demonstrating 
compliance. This includes maintaining detailed minutes of committee meetings, 
records of vendor selection processes, and regular fee benchmarking studies. 

 

Insurance companies now play an important monitoring role over retirement plans, as 
fiduciary liability insurance has become more difficult to obtain and more costly. 

https://dspace.bracu.ac.bd/xmlui/handle/10361/24289
https://books.google.com/books?hl=de&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Roles+and+Responsibilities+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOCZ-&sig=Huhn78dNTLb_W1P9To941Jxim64
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/hbusrew13&section=12
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Item 4 
Comprehensive Plan Review 
 

A thorough plan review serves as the foundation for effective 401(k) monitoring and 
enables fiduciaries to fulfill their obligations while optimizing participant outcomes. 
Regular reviews help identify improvement opportunities and ensure the plan remains 
competitive and compliant. 

Reviewing Investment Options 

Evaluate your investment lineup at least annually to ensure it continues to meet 
participants' needs and aligns with the plan's investment policy statement. Excessive 
fees and dominated funds are pervasive problems in many 401(k) plans, making regular 
review essential. 

Consider these key aspects when reviewing investment options: 

• Performance: Compare against appropriate benchmarks over 1, 3, 5, and 10-year 
periods 

• Risk metrics: Examine standard deviation, Sharpe ratios, and downside 
protection 

• Style consistency: Ensure funds maintain their stated investment approach 

• Manager changes: Monitor for significant personnel changes at fund 
management level 

Document your review process and decisions made regarding fund retention, 
replacement, or addition. This creates an audit trail demonstrating your prudent 
oversight as a fiduciary. 

Benchmarking Plan Performance 

Compare your plan against industry peers to gauge its overall effectiveness and identify 
enhancement opportunities. Plan monitoring tools can help you select and track 
appropriate metrics. 

Key benchmarking areas include: 

1. Participation rates: How many eligible employees join the plan 

2. Deferral rates: Average contribution percentages across participant segments 

3. Asset allocation: How participants distribute investments across asset classes 

4. Retirement readiness: Projected income replacement ratios for participants 

 

 

https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/ylr124&section=39
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/ylr124&section=39
https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Comprehensive+Plan+Review+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12PHT&sig=pzRCh9hi45QQRgCUKH4Z7IY6uc8
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Use this data to identify plan strengths and weaknesses. For example, if participation 
rates lag behind industry averages, consider implementing automatic enrollment or 
enhancing education programs. 

Benchmark against similar-sized companies in your industry for the most relevant 
comparisons. Third-party benchmarking services can provide anonymized data for this 
purpose. 

Assessing Plan Costs 

Review all plan costs annually to ensure they remain reasonable for services 
provided. The 401(k) valuation process is complex and requires thorough analysis of all 
fee components. 

Break down fees into these categories: 

Investment Expenses: 

• Expense ratios for mutual funds and other investments 

• Any wrap fees or additional administrative costs embedded in investments 

Administrative Fees: 

• Recordkeeping charges 

• Trustee and custody fees 

• Compliance testing costs 

Individual Service Fees: 

• Loan processing 

• Distribution charges 

• Investment advice services 

Determine whether fees are paid by the plan sponsor, participants, or through revenue 
sharing arrangements. Calculate the total cost as both a percentage of assets and per-
participant dollar amount to enable accurate comparisons. 

Consider negotiating fee reductions if your plan has grown substantially since your last 
contract renewal. 

Evaluating Plan Service Providers 

Assess the performance of all service providers including record keepers, third-party 
administrators, and investment advisors. Regular meetings with plan fiduciaries to 
review operations are part of sound governance practices. 

Create a scorecard with these evaluation criteria: 

• Service quality: Accuracy, timeliness, and responsiveness to both plan sponsor 
and participant needs 

https://dspace.bracu.ac.bd/xmlui/handle/10361/24854
https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Comprehensive+Plan+Review+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12PHT&sig=pzRCh9hi45QQRgCUKH4Z7IY6uc8
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• Technological capabilities: Website functionality, mobile access, and digital tools 

• Participant experience: Education resources, communication materials, and 
support services 

• Regulatory compliance: Demonstrated expertise in keeping the plan compliant 
with changing regulations 

Document any service issues and their resolution. Persistent problems may warrant a 
formal request for proposal (RFP) to explore alternative providers. 

Consider conducting a full provider review every 3-5 years even if you're satisfied with 
current services. This ensures your plan maintains competitive pricing and access to 
industry innovations. 

 

Item 5 
Regulatory Compliance 
 

Maintaining 401(k) plan compliance requires vigilant attention to evolving regulations, 
timely communication with participants, and meticulous documentation for 
government agencies. Proper compliance management protects both plan sponsors 
and participants while avoiding costly penalties. 

Keeping Up with Legislation 

The regulatory landscape for 401(k) plans changes frequently with new legislation, 
Department of Labor (DOL) guidance, and IRS rules. You should establish a systematic 
approach to tracking these changes. 

Consider subscribing to industry newsletters, joining professional organizations like the 
Plan Sponsor Council of America, or working with a specialized ERISA attorney. Many 
third-party administrators offer regulatory updates and compliance calendars to help 
plan sponsors stay current. 

Conduct quarterly reviews of compliance requirements with your plan committee. 
Document these reviews in your meeting minutes to demonstrate your commitment to 
regulatory vigilance. 

Key legislative areas to monitor: 

• SECURE Act and SECURE 2.0 provisions 

• DOL fiduciary rule developments 

• IRS contribution and compensation limits 

• Required minimum distribution rules 

https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Regulatory+Compliance+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOC1-&sig=mGGB-IqIXD_JdDB9iF-ZAVJrwxQ
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Ensuring Participant Notifications 

Federal regulations mandate specific communications with plan participants at 
designated intervals. Your responsibilities include distributing Summary Plan 
Descriptions (SPDs), Summary Annual Reports (SARs), and fee disclosures. 

The DOL requires detailed fee disclosures that clearly explain all plan costs to 
participants. These must be provided initially when participants join the plan and 
annually thereafter. 

Automatic enrollment plans require additional notices explaining default investment 
options and opt-out procedures. Safe harbor plans have specific notification 
requirements to maintain their status. 

Required participant notifications checklist: 

• 404(a)(5) fee disclosures (annually) 

• Summary Plan Description (initially and every 5 years if amended) 

• Summary of Material Modifications (within 210 days of plan changes) 

• Qualified Default Investment Alternative notice (30 days before eligibility) 

• Safe harbor notice (30-90 days before plan year begins) 

Meeting Reporting Requirements 

Your plan's annual filing requirements center primarily around Form 5500, which must 
be submitted to the DOL and IRS. Plans with over 100 participants require an 
independent audit attached to this filing. 

Set calendar reminders for filing deadlines, typically seven months after your plan year 
ends. Late filings can trigger significant penalties starting at $250 per day and 
potentially reaching $150,000 per filing. 

Monitoring service providers is critical for ensuring they fulfill their reporting obligations. 
Establish clear responsibilities for who prepares, reviews, and submits required 
documentation. 

Maintain organized records of all plan transactions, participant communications, and 
committee decisions. The DOL or IRS may request these documents during an audit, 
and having them readily available demonstrates your commitment to compliance. 

Essential reporting requirements: 

• Form 5500 (annual) 

• Summary Annual Report (within 9 months of plan year end) 

• Form 8955-SSA for terminated participants with vested benefits 

• Nondiscrimination testing results (ADP/ACP tests) 

https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/indilr57&section=7
https://dspace.bracu.ac.bd/xmlui/handle/10361/24289
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Item 6 
Investment Monitoring Strategy 
 

An effective investment monitoring strategy forms the backbone of 401(k) plan 
oversight. It requires clear criteria, regular performance assessment, and disciplined 
processes for making necessary changes to keep retirement assets aligned with plan 
objectives. 

Establishing Investment Criteria 

Start by developing an Investment Policy Statement (IPS) that clearly outlines your 
plan's investment goals and parameters. Your IPS should specify: 

• Performance benchmarks for each investment option 

• Risk tolerance levels appropriate for your participant demographics 

• Diversification requirements across asset classes 

• Fee thresholds that align with industry standards 

Ensure your criteria align with your fiduciary duty to act in participants' best interests. 
Consider establishing a qualified investment committee that includes members with 
financial expertise to oversee the monitoring process. 

Document all criteria methodically, as this creates an audit trail demonstrating prudent 
oversight. Your criteria should be specific enough to provide clear guidance but flexible 
enough to adapt to changing market conditions. 

Periodic Performance Reviews 

Conduct investment reviews on a consistent schedule—quarterly for core analysis and 
annually for comprehensive evaluation. During reviews, examine: 

Key Performance Indicators: 

• Performance against appropriate benchmarks 

• Risk-adjusted returns 

• Expense ratios 

• Manager tenure and consistency 

• Style drift indicators 

Regular monitoring helps identify underperforming investments before they 
significantly impact participant outcomes. Create standardized reports that track 
performance trends over multiple time periods (1, 3, 5, and 10 years when available). 

Document all review findings and committee discussions thoroughly. This creates 
protection against potential fiduciary liability claims and demonstrates your 
commitment to the plan's success. 

https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Investment+Monitoring+Strategy+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12PLT&sig=YpWDBn6VCCWpzmwei68ehk6GPNA
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Investment+Monitoring+Strategy+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOC3-&sig=WzwF27skR1wuCEv8xkB4yd3Yaaw
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Implementing Changes 

Develop a structured framework for making investment changes based on your 
monitoring results. Establish clear triggers that prompt action, such as: 

• Consistent underperformance against benchmarks for 3-4 consecutive quarters 

• Significant changes in fund management or investment approach 

• Fee increases without corresponding performance improvements 

• Material deviation from stated investment style 

When changes become necessary, follow a best practice stewardship model that 
includes proper participant notification and education. Create a watch list for 
investments showing early warning signs before taking decisive action. 

Document your rationale for all changes or decisions to maintain investments despite 
concerns. Implementation should be thoughtful but not unduly delayed once the 
decision criteria have been met. 

 

Item 7 
Participant Education and Engagement 
 

Effective education and engagement strategies are crucial for helping 401k plan 
participants make informed decisions and achieve better retirement outcomes. These 
efforts increase financial literacy, improve investment choices, and lead to higher 
contribution rates among employees. 

Educational Programs 

Educational programs form the foundation of a strong 401k plan. Workshops and 
seminars provide valuable face-to-face opportunities for participants to learn about 
investment options and retirement planning. These events should be scheduled 
regularly and at convenient times for maximum attendance. 

Online learning modules offer flexibility for participants to educate themselves at their 
own pace. These resources should cover topics ranging from basic investing concepts to 
more advanced retirement planning strategies. Consider implementing specialized 
retirement plan advisor programs that provide personalized guidance. 

One-on-one counseling sessions with financial advisors prove particularly effective for 
addressing individual concerns and questions. These sessions should be offered at least 
quarterly and promoted actively to encourage participation. 

Key educational topics to cover: 

• Basic investment principles 

• Risk tolerance assessment 

https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Investment+Monitoring+Strategy+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOC3-&sig=WzwF27skR1wuCEv8xkB4yd3Yaaw
https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Participant+Education+and+Engagement+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12PNR&sig=cLguG5NYPSU_0wEtC_zG9lWhD1o
https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Participant+Education+and+Engagement+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12PNR&sig=cLguG5NYPSU_0wEtC_zG9lWhD1o
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• Retirement income needs calculation 

• Tax implications of different contribution types 

• Plan-specific features and options 

Communication Strategy 

Your communication strategy should leverage multiple channels to reach participants 
effectively. Regular emails with brief, actionable information help maintain engagement 
without overwhelming employees. Limit these communications to one or two per 
month for maximum impact. 

Mobile apps and online portals enable participants to monitor retirement 
accounts easily and make changes when needed. These digital tools should feature 
user-friendly interfaces with clear visualizations of account performance. 

Print materials still play an important role, especially for complex topics that require 
deeper explanation. Create visually appealing brochures and fact sheets that explain key 
concepts in simple language. 

Timing your communications strategically increases their effectiveness. Send reminders 
before enrollment periods, when major life events typically occur (like year-end 
bonuses), and after significant market movements to provide context and guidance. 

Promoting Active Participation 

Auto-enrollment has proven highly effective at increasing plan participation rates. 
Consider implementing this feature with an opt-out option rather than requiring 
employees to opt in. Set default contribution rates at meaningful levels (at least 6%) to 
help participants save adequately. 

Gamification elements can significantly boost engagement. Leaderboards, challenges, 
and rewards systems make retirement planning more interactive and enjoyable. For 
example, award points for completing educational modules or increasing contribution 
percentages. 

Peer influence is powerful. Create testimonials from colleagues who have successfully 
used the plan to work toward their retirement goals. These real-life examples help 
participants see the tangible benefits of active engagement. 

Regular financial education seminars with attendance incentives encourage 
participation. Consider offering lunch-and-learn sessions or providing small rewards for 
attendance to boost participation rates. 

 

 
 
 
 

https://www.cambridge.org/core/journals/journal-of-pension-economics-and-finance/article/retirement-plans-and-saving-decisions-the-role-of-information-and-education/137F462618EE989E06195364C02AA5FE
https://www.cambridge.org/core/journals/journal-of-pension-economics-and-finance/article/retirement-plans-and-saving-decisions-the-role-of-information-and-education/137F462618EE989E06195364C02AA5FE
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1745-6606.2005.00009.x
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Item 8 
Risk Management 
 

Effective risk management is a cornerstone of prudent 401(k) plan administration that 
protects both participants and fiduciaries. The dual focus on identifying potential 
threats and implementing regular audit procedures creates a robust framework for 
long-term plan stability. 

Identifying and Mitigating Risks 

Risk management for 401(k) plans requires a comprehensive approach that addresses 
multiple threat vectors. You should begin by conducting a thorough risk 
assessment that examines both investment and operational vulnerabilities. 

Investment risks deserve particular attention as they directly impact participant 
outcomes. Ensure your plan offers well-diversified investment options with different risk 
profiles to accommodate various retirement timeframes and risk tolerances. 

Key risks to monitor include: 

• Market volatility: Track how market fluctuations affect portfolio performance 

• Liquidity constraints: Ensure funds can be accessed when needed 

• Inflation risk: Verify investments can outpace inflation over time 

• Fiduciary liability: Document all decisions and their rationale 

Implementing automated monitoring tools can help you identify concerning trends 
before they become significant problems. Many plan administrators now incorporate 
quarterly risk assessments as part of their standard practices. 

Establishing an Audit Process 

A structured audit process serves as your defensive line against compliance issues and 
performance shortfalls. Begin by creating a formal audit schedule—typically annual 
comprehensive reviews supplemented by quarterly check-ins. 

Your audit should include thorough examination of: 

1. Investment performance against benchmarks 

2. Fee reasonableness and transparency 

3. Service provider effectiveness 

4. Participant engagement and education initiatives 

5. Compliance with regulatory requirements 

Document all findings in standardized reports that track issues and resolutions over 
time. This creates an auditable trail that demonstrates your commitment to fiduciary 
responsibility. 

https://academic.oup.com/rfs/article-abstract/22/7/2687/1598784
https://academic.oup.com/rfs/article-abstract/22/7/2687/1598784
https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Risk+Management+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12QFP&sig=l40XkMQy3qm_6qN6zu7cwAOiy8c
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Risk+Management+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYODZX&sig=zkXF5uB1ZDA1Hef5IS_7NBGTQjE
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Risk+Management+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYODZX&sig=zkXF5uB1ZDA1Hef5IS_7NBGTQjE
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Consider engaging independent third-party reviewers periodically to provide objective 
assessments of your plan management. These external perspectives often identify blind 
spots in your risk management approach. 

Maintain a risk register that categorizes potential threats by likelihood and impact. This 
allows you to prioritize your mitigation efforts on the most critical vulnerabilities first. 

 

Item 9 
Future Trends and Innovations 
 

The 401(k) landscape is rapidly evolving with new investment vehicles and technology-
driven monitoring solutions that will transform how plan sponsors and participants 
interact with retirement benefits. These innovations aim to improve retirement 
outcomes while simplifying plan management and oversight responsibilities. 

Emerging Investment Options 

ESG (Environmental, Social, and Governance) funds are becoming mainstream options 
in 401(k) plans, allowing participants to align investments with personal values. Many 
plan sponsors are now including these options to attract and retain socially conscious 
employees. 

Cryptocurrency exposure through specialized funds is gaining consideration, though 
regulatory scrutiny remains significant. These options typically offer limited allocation 
percentages to manage risk appropriately. 

Personalized target-date funds that adjust based on individual circumstances rather 
than just age are gaining traction. These funds consider factors like: 

• Salary progression 

• Outside assets 

• Risk tolerance 

• Retirement spending goals 

Decentralized finance solutions may eventually provide alternative investment 
structures, though adoption in qualified plans faces regulatory hurdles. 

Technological Advancements in Plan Management 

AI-powered analytics tools now enable continuous plan monitoring rather than 
quarterly or annual reviews. These systems can flag potential issues in real-time, 
allowing for faster intervention when benchmarks aren't met. 

Mobile applications with integrated financial wellness features provide participants with 
holistic views of their retirement readiness. Many apps now include spending analysis 
alongside retirement projections. 

https://books.google.com/books?hl=en&lr=&id=WJQmHlsDhQUC&oi=fnd&pg=PR7&dq=Future+Trends+and+Innovations+401k+Plan+Monitoring+-+Best+Practices+&ots=ixg1c-BN0G&sig=_Fhd8lDqjJQrLm83hRStXVqSiHE
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Advanced monitoring systems are helping plan sponsors identify patterns of employee 
behavior that may indicate financial stress or confusion about plan options. This enables 
more targeted education and communication efforts. 

Blockchain technology is being explored to improve transparency in fee structures and 
investment performance reporting. Several providers now offer "fee clarity" dashboards 
showing all costs in easy-to-understand formats. 

Collaborative platforms connecting plan administrators, advisors, and participants 
streamline communication and ensure consistent messaging about plan features and 
changes. 

 

Item 10 
Benchmarking Best Practices 
 

Effective 401k plan monitoring requires robust benchmarking methods to evaluate 
performance against appropriate standards and identify opportunities for improvement. 
Regular benchmarking enables plan sponsors to meet their fiduciary responsibilities 
while optimizing outcomes for participants. 

Comparative Analysis 

Comparing your 401k plan against similar plans provides valuable context for evaluating 
effectiveness. Start by identifying peer groups based on industry, company size, and 
participant demographics to ensure relevant comparisons. 

Fund performance benchmarking should measure returns against appropriate indices, 
with successful plans often outperforming their benchmarks by several percentage 
points annually. Track these metrics quarterly: 

• Fee structures (administrative, investment, and service fees) 

• Participation rates and deferral percentages 

• Investment options diversity and quality 

• Matching contribution formulas 

• Automatic enrollment and escalation features 

Document your comparative analysis process in your Investment Policy Statement to 
demonstrate due diligence. This systematic approach helps identify strengths and 
weaknesses in your plan design relative to comparable organizations. 

Utilizing Industry Standards 

Industry standards provide objective frameworks for evaluating your 401k plan's 
performance and features. Best practice stewardship models have evolved to emphasize 
regular monitoring against established benchmarks. 

https://books.google.com/books?hl=en&lr=&id=3TxbDgAAQBAJ&oi=fnd&pg=PP1&dq=Future+Trends+and+Innovations+401k+Plan+Monitoring+-+Best+Practices+&ots=p11MdFFyeR&sig=urZNMrtBpMblvblnGgj63faZiwU
https://www.scielo.cl/scielo.php?pid=S0718-27242013000200004&script=sci_arttext&tlng=en
https://link.springer.com/content/pdf/10.1007/978-3-319-30794-7_13?pdf=chapter%20toc
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Benchmarking+Best+Practices+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD0Y&sig=SR55ij6toe7i3qTQCfvzzXXos0E
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Use ERISA guidelines as your foundation for compliance benchmarking. The 
Department of Labor provides fiduciary standards that serve as minimum requirements 
for plan monitoring. 

Consider these key industry benchmarks: 

Investment Performance: 

• Compare fund performance to appropriate style-specific indices 

• Evaluate risk-adjusted returns (Sharpe ratios, information ratios) 

• Track performance consistency over 1, 3, 5, and 10-year periods 

Plan Design: 

• Measure against vendor management benchmarks for service quality 

• Assess participant outcomes against retirement readiness standards 

• Review fee reasonableness within industry acceptable ranges 

Document all benchmarking activities to demonstrate your commitment to prudent 
plan oversight. 

 

Item 11 
Creating an Action Plan 
 

An effective 401(k) monitoring system requires a structured approach with clear goals, 
defined timelines, and regular evaluation procedures. Your action plan serves as the 
roadmap that guides fiduciary activities and ensures consistent oversight of your 
retirement plan. 

Setting Measurable Goals 

Establish specific, quantifiable objectives for your 401(k) plan monitoring program. Your 
goals should address key areas such as participation rates, investment performance, and 
fee structures. 

Consider these key metrics for your plan: 

• Participation rate: Target at least 90% employee enrollment 

• Average deferral percentage: Aim for 10-15% including employer match 

• Investment diversification: Review asset allocation across participants 

• Fee benchmarking: Compare against industry standards quarterly 

Document these goals formally in your fiduciary files. This documentation provides 
evidence of your prudent process and creates accountability for the committee 
overseeing the plan. 

https://books.google.com/books?hl=en&lr=&id=2G0qDwAAQBAJ&oi=fnd&pg=PT9&dq=Benchmarking+Best+Practices+401k+Plan+Monitoring+-+Best+Practices+&ots=On9Fl12QIQ&sig=k4pSzng7HZsM3xXQkiV5X6kA6fk
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Creating+an+Action+Plan+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD2V&sig=kRK_SqTHWxVFnsOOOT3YymGgg_k
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Creating+an+Action+Plan+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD2V&sig=kRK_SqTHWxVFnsOOOT3YymGgg_k
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Connect these objectives to broader organizational goals like employee retention and 
retirement readiness. Your retirement readiness metrics help track whether employees 
are on pace for their retirement needs. 

Developing a Timeline 

Structure your monitoring activities according to a defined schedule that balances 
thoroughness with practicality. Your timeline should include both recurring activities 
and special reviews. 

Quarterly Reviews: 

• Investment option performance against benchmarks 

• Plan expenses and fee reasonableness 

• Participant activity (enrollments, withdrawals, loans) 

Annual Reviews: 

• Comprehensive investment menu evaluation 

• Service provider performance assessment 

• Plan document compliance check 

• Employee education program effectiveness 

Every 3-5 Years: 

• Full RFP for recordkeeper and major service providers 

• Independent fiduciary audit of plan practices 

Assign specific responsibilities to committee members or outside advisors for each 
timeline item. Calendar these activities in advance and send reminders to ensure 
nothing falls through the cracks. 

Review and Adjustment Procedures 

Establish a systematic process to evaluate the effectiveness of your monitoring program 
and make necessary adjustments. Your review procedures should be formal yet flexible 
enough to accommodate changing conditions. 

Document all monitoring activities thoroughly using: 

• Standardized meeting minutes templates 

• Investment review scorecards 

• Action item tracking logs 

• Decision-making frameworks 

When performance issues arise, implement a structured escalation process: 

 

https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Creating+an+Action+Plan+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD2V&sig=kRK_SqTHWxVFnsOOOT3YymGgg_k
https://books.google.com/books?hl=en&lr=&id=RgC6EAAAQBAJ&oi=fnd&pg=PR1&dq=Creating+an+Action+Plan+401k+Plan+Monitoring+-+Best+Practices+&ots=gx-YsG80zg&sig=IPnUC8WSEZLzNPq9RJoGcSSAQeM
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1. Identify the specific problem or deviation 

2. Determine if it meets the threshold for action 

3. Place underperforming investments on a watchlist 

4. Set clear improvement metrics and timeframes 

5. Take decisive action if improvements don't materialize 

Regularly update your plan governance documents to reflect changes in procedures. 
Consider engaging an independent fiduciary consultant biennially to review your 
monitoring practices and suggest enhancements based on emerging best practices. 

Conclusion 

Effective 401(k) plan monitoring is not just a regulatory requirement but a crucial 
component of retirement plan governance. By implementing the best practices 
outlined in this article, you can ensure your plan remains compliant while delivering 
optimal value to participants. 

Regular review schedules are essential. Set quarterly investment performance reviews 
and annual comprehensive plan evaluations to stay ahead of potential issues and 
market shifts. 

Documentation cannot be overlooked. Maintain detailed records of all monitoring 
activities, committee decisions, and the rationale behind them to demonstrate your 
prudent process in case of regulatory scrutiny. 

Technology tools can significantly enhance your monitoring capabilities. Consider 
implementing specialized software that tracks plan metrics, fees, and investment 
performance in real-time. 

Education remains a cornerstone of effective plan stewardship. Ensure your committee 
members receive ongoing training about their fiduciary responsibilities and evolving 
best practices. 

Remember that no monitoring system is perfect without adaptation. The regulatory 
landscape and investment environment continue to evolve, requiring your oversight 
practices to develop accordingly. 

By committing to these monitoring best practices, you protect yourself from liability 
while helping participants track toward a comfortable retirement—the ultimate goal of 
any well-managed 401(k) plan. 

 

 
 
 
 

https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/indilr57&section=7
https://heinonline.org/hol-cgi-bin/get_pdf.cgi?handle=hein.journals/hbusrew13&section=12
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Conclusion+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD4V&sig=gncpW8RyKDKywPdc0U5IFbo9nDw
https://books.google.com/books?hl=en&lr=&id=dCskEbsJr9cC&oi=fnd&pg=PR5&dq=Conclusion+401k+Plan+Monitoring+-+Best+Practices+&ots=4M6lRYOD4V&sig=gncpW8RyKDKywPdc0U5IFbo9nDw


  

PLAN MONITORING & REVIEWS 20 

 

 
Plan Monitor ing & Reviews :   

A Guide  

 
Item 12 
Frequently Asked Questions 
 

Effective 401k plan monitoring requires understanding several critical aspects to ensure 
optimal performance and compliance. These frequently asked questions address 
evaluation criteria, review frequency, health indicators, risk mitigation, regulatory 
compliance, and the implications of investment changes. 

What criteria should be used to evaluate the performance of a 401k plan? 

When evaluating your 401k plan, you should examine both investment performance and 
plan features. Compare fund returns against appropriate benchmarks and peer groups 
over 1, 3, 5, and 10-year periods to identify underperforming investments. 

Assess fee structures including expense ratios, administrative costs, and advisory fees to 
ensure they remain reasonable. High fees can significantly erode long-term returns and 
should be continuously monitored. 

Consider participant engagement metrics such as enrollment rates, contribution levels, 
and investment diversification to determine if your plan effectively serves employee 
needs. 

How often should a 401k plan be reviewed for optimal performance? 

Conduct quarterly reviews of individual investments to identify short-term performance 
trends and potential issues. This frequency allows for timely adjustments without 
overreacting to market volatility. 

Perform comprehensive annual reviews of your entire plan, examining investment 
options, fee structures, participation rates, and service provider performance. This 
thorough evaluation helps maintain plan competitiveness and effectiveness. 

Consider a full plan benchmark study every 2-3 years, comparing your plan to industry 
standards and similar-sized organizations. This deeper analysis can reveal opportunities 
for improvement that might not be apparent in routine reviews. 

What are the key indicators of a healthy 401k investment portfolio? 

Diversification across asset classes is essential for a healthy portfolio. Your plan should 
offer options spanning stocks, bonds, and other investments to help participants 
manage risk appropriately for their age and goals. 

Strong risk-adjusted returns demonstrate investments are performing well relative to 
their volatility. Measures like Sharpe ratio or Morningstar ratings can help assess this 
balance between risk and reward. 

Reasonable fees compared to industry averages indicate financial efficiency. Lower 
costs directly translate to better long-term returns for participants when investment 
performance is comparable. 

 

https://books.google.com/books?hl=pt-BR&lr=&id=BR9ppkdnIrQC&oi=fnd&pg=PR21&dq=Frequently+Asked+Questions+401k+Plan+Monitoring+-+Best+Practices+&ots=M4hc-NuS05&sig=_zt0hvauesEsxQ65UBKTmuJTyz4
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What steps can be taken to mitigate risks in a 401k investment strategy? 

Implement automatic rebalancing to maintain target asset allocations as markets 
fluctuate. This disciplined approach prevents portfolios from becoming inadvertently 
risk-heavy over time. 

Consider offering target-date or lifecycle funds that automatically adjust risk levels as 
participants approach retirement. These funds provide best practices for investment 
strategies without requiring sophisticated financial knowledge. 

Establish investment policy statements that clearly define objectives, risk tolerance, and 
review processes. These documents provide valuable guidance during market 
turbulence and prevent emotional decision-making. 

How can individuals ensure compliance with regulatory requirements in 401k 
management? 

Stay informed about ERISA fiduciary responsibilities, which require you to act solely in 
the interest of plan participants. This includes prudent selection and monitoring of 
investments and service providers. 

Document all plan decisions and meeting minutes thoroughly, creating an audit trail of 
your diligence process. Proper documentation demonstrates your commitment to 
fulfilling fiduciary obligations. 

Consider engaging qualified advisors to review your processes periodically. These 
professionals can identify potential compliance issues before they become problems 
requiring remediation. 

What are the implications of making changes to investment choices within a 401k 
plan? 

Communication is critical when modifying investment options. Provide clear 
explanations about why changes are being made and how participants might be 
affected at least 30 days before implementation. 

Consider transition costs including potential redemption fees, market impact, and tax 
implications when replacing funds. These factors should be weighed against the 
expected benefits of making changes. 

Monitor participant behavior following investment changes to ensure they're making 
appropriate adjustments. Some participants may need additional guidance to 
understand how changes affect their personal strategy. 

 

https://www.emerald.com/insight/content/doi/10.1108/eb008780/full/html
https://www.emerald.com/insight/content/doi/10.1108/eb008780/full/html

