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Fiduciary Liability: Why it is Important to Manage Retirement Plan Risk through 
Prudent Process.

The Employee Retirement Income Security Act (ERISA) section 402(b) stipulates:

“Plan Sponsors have a fiduciary obligation to provide a well articulated 
procedure for investment selection and ongoing fund monitoring for qualified 
retirement plans.”

Hilliard Lyons Retirement Plan Services will provide:   

5 Steps to Procedural Prudence

Step 1: Form an Investment Committee

Hilliard Lyons believes it is a best practice for plan sponsors of qualified retirement plans 
to create a separate investment committee whose responsibility is limited to reviewing the 
investments offered in the company’s plan. Hilliard Lyons can assist the plan sponsor in 
the development, structure, implementation and ongoing management of the investment 
committee process.

Step 2: Develop an Investment Policy Statement

Once the investment committee has been established, Hilliard Lyons will work with the 
committee to develop a well articulated Investment Policy Statement (IPS). The IPS 
provides the committee with a structured process for the selection, monitoring and 
replacement of funds. It has been well documented that in a Department of Labor (DOL) 
plan audit one of their first requests will be to view your plan’s IPS. Failure to provide one 
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could indicate lack of procedural prudence 
and be viewed as a breach of fiduciary duty in 
the eyes of the DOL.

Step 3:  Selection of Investment Options

Hilliard Lyons uses both a qualitative and 
quantitative approach when it comes to 
investment selection. Our Klein Decision K4 
Analytics software provides the investment 
committee with a well documented, state-of-
the-art fund selection tool that ranks funds 
based on pre-determined quantitative and 
qualitative criteria.

Step 4: Ongoing Fund Monitoring

Our PlanTools® quarterly reports will provide 
the investment committee with timely and 
accurate fund monitoring reports customized 
to the Investment Policy Statement’s 
monitoring standards. Reports are user 
friendly and provide the committee with a 
structured process for determining when to 
remove and replace an investment option. If 
a fund replacement is necessary, we utilize 
Klein Analytics (K4 selection) software to 
provide the fund sponsor with the appropriate 
replacement candidates.

Step 5: Coordination & Documentation

Hilliard Lyons will coordinate, facilitate 
and implement quarterly or semi-annual 
investment committee meetings. We 
prepare all meeting agendas in advance and 
electronically archive all meeting minutes for 
a long-term documentation purposes.  

Meetings are designed to review the quarterly 
monitoring report and other plan statistics to 
help identify areas of weakness or concern 
that need to be addressed.

Summary

Organizations that sponsor retirement plans 
can reduce fiduciary liability and achieve 
a plan of excellence by developing and 
maintaining a well articulated set of risk 
management standards and best practices 
as they apply to the investment options 
offered. This should be a documented 
process that provides efficiency and 
effectiveness to the plan sponsor and its 
investment committee. Please contact 
Hilliard Lyons today for a complimentary 
review of your organization’s procedural 
prudence for managing risk within your 
qualified retirement plan.

Other Services Include

 ■ Plan design and consultative support

 ■ Business owner tax reduction strategies

 ■ Plan benchmarking

 ■ Behavioral finance audit

 ■ Group Education (General) Programs

 ■ Retirement planning

 ■ Retirement income strategies

 ■ Social security maximization

Established in 1854, 
Hilliard Lyons has been 
committed to helping our 
clients plan for the future, 
pursue dreams, and create 
legacies for over 160 years. 
Our Wealth Advisors use 
their unique perspective to 
design wealth management 
strategies tailored to you 
and your business. 

We’re a comprehensive 
wealth management firm, 
headquartered in the heart 
of Louisville, Kentucky, with 
70 branch offices across 
the Midwest and Southeast. 
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