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INTRODUCTION AND 
FIDUCIARY DUTIES UNDER ERISA 
As 401(k) plans proliferated and became the dominant retirement vehicle for employees, 
plan sponsors sought ways to increase plan participation by their employees. The concept of 
automatically enrolling employees who fail to opt out of the plan (“automatic enrollment”) has 
been shown to substantially increase plan participation and has become popular among plan 
sponsors. In 2006, Congress sought to encourage automatic enrollment by protecting plan 
fiduciaries who default participants into qualifying default investment options called “Qualified 
Default Investment Alternatives” or “QDIAs”1 if they fail to affirmatively select from among the plan’s 
investment options.

The Department of Labor (DOL) adopted regulation implementing the QDIA rules in 2007.2  If 
the conditions of the QDIA regulations are satisfied, plan fiduciaries are protected from losses 
sustained by participants where they are defaulted into a QDIA even if not the result of automatic 
enrollment. The use of QDIAs is important to a successful retirement program since many 
participants simply lack the expertise or interest in selecting and monitoring their own plan 
investments. 

In order to receive the protection offered by the QDIA regulations, plan fiduciaries must, among 
other things, prudently select an appropriate QDIA based upon the needs of their employees. As 
plan sponsors have struggled to select an appropriate QDIA, the DOL has released additional 
guidance to facilitate the selection process.3

The purpose of this guide is to assist you in the process of prudently selecting a QDIA. With the 
help of an experienced retirement plan consultant, you will be able institute a prudent process 
to select and monitor an appropriate QDIA for your plan. The process will satisfy the DOL 
regulations and other guidance (together “QDIA rules”), and assist your employees in generating 
sufficient funds for retirement.

Plan sponsors and the people who act on their behalf to administer a plan (including, among 
other things, the selection of plan investment options, such as QDIAs) are deemed to be ERISA 
fiduciaries. As  such they must act prudently in carrying out their responsibilities.4 To do so they 
must document they have followed an objective process in analyzing the relevant information and 
reaching their decision.

When it comes to selecting investments, the DOL requires fiduciaries to give “appropriate 
consideration to those facts and circumstances that… the fiduciary knows or should know are 
relevant to the particular investment or investment course of action involved, including the role 
the investment or investment course of action plays in that portion of the plan’s investment 
portfolio…” and to act accordingly.5

Once a decision is made and implemented, fiduciaries must monitor the situation as often as 
prudence dictates and make changes as necessary. Even where participants are responsible for 
the investment of their accounts, plan fiduciaries have the duty to prudently select and monitor 
appropriate plan investment alternatives. Failure to do so can result in their being liable for losses 
sustained by participants from their investment of their accounts.

1 Section 404(c)(5) of the Employee Retirement Income Security Act of 1974 (“ERISA”), as added by the Pension 
Protection Act of 2006, P.L. 

2 ERISA Regulation, section 2550.404(c)-5.
3  See, e.g., DOL Field Assistance Bulletin No. 2008-03, “Guidance Regarding Qualified Default Investment Alternatives” 

(April 29, 2008), available at: http://www.dol.gov/ebsa/regs/fab2008-3.html; and DOL Fact Sheet, “Target Date 
Retirement Funds – Tips for ERISA Plan Fiduciaries” (February 2013) (DOL Tips), available at: http://www.dol.gov/ebsa/
newsroom/fsTDF.html).

4  ERISA, section 404(a)(1).
5  29 CFR 2550.404a-1.
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6  ERISA Regulation, section, 2550.404(c)-5(e). Money market and similar funds designed for capital preservation 
may also be QDIA’s but only if an investment therein is limited to 120 days.

7  Id., section 5(c).
8  This generally requires at least 3 investment alternatives with materially different risk and return characteristic to allow a 

participant to minimize his/her risk through diversification. ERISA Regulation, section 2550.404(c)(1)-1(b)(3).
9  29 CFR 2550.404c-5. 
10  See, DOL Publication, “Meeting Your Fiduciary Responsibilities” available at: http://www.dol.gov/ebsa/publications/

fiduciaryresponsibility.html.

QDIA RULES
A QDIA is an investment alternative that is managed by a qualified third party or a named 
fiduciary of the plan and is one of the following6:

A fund that contains  
a mix of equity and fixed 
income investments 
determined by a 
participant’s age or 
target retirement  
date; e.g., a target-date 
fund.

A fund that contains a 
mix of equity and fixed 
income investments 
that is consistent 
with a target level of 
risk appropriate for 
participants of the plan 
as a whole; e.g., a 
balanced fund.

A managed account 
that is designed to 
vary the mix of equity 
and fixed income 
investments determined 
by a participant’s age or 
target retirement date.

The QDIA rules supplement the generally applicable fiduciary rules.

The requirements to receive this protection are7:

1. The default investment must be a qualified default investment alternative. 

2. The participant must have been offered the opportunity to direct the investment of  
his/her account and failed to do so.

3. The participant must be furnished a notice regarding the QDIA at least 30 days in advance 
of plan eligibility and at least 30 days before each subsequent plan year.

4. The participant must be provided with the required information regarding all of the plan’s 
investment alternatives.

5. Any participant invested in a QDIA must have the right to transfer his/her funds to any other plan 
investment alternative no less frequently than quarterly and consistent with the transfer right 
afforded to a participant who affirmatively elected to invest in the QDIA.

6. The plan must offer a broad range of investment alternatives.8

Even when these conditions are satisfied, the QDIA rules do not relieve a fiduciary from his or her 
fiduciary duties to prudently select and monitor any QDIA or from liability that results from a failure 
to satisfy these duties, including liability for any resulting losses.9

While the requirements for selecting a QDIA may seem overwhelming, your retirement plan 
consultant will be able to assist you in selecting an appropriate QDIA, documenting the selection 
process and monitoring the QDIA to assure it continues to be an appropriate default investment. 
Not only should you lean on your retirement plan consultant for help, ERISA requires you seek 
expert help if you do not have the capability to undertake the fiduciary task at hand.10

The QDIA rules do  
not relieve plan  
fiduciaries from the  
duty to prudently  
select and monitor  
an appropriate QDIA. 
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You will want to confirm the consultant’s responsibilities concerning QDIA selection and make 
sure those responsibilities are set forth in the consultant’s agreement. 

 Will the consultant merely provide you with information concerning a possible QDIA?

 Will the consultant  recommend an appropriate QDIA after completing a due diligence 
process? 

 Will the consultant take discretionary responsibility for selecting an appropriate QDIA after 
conducting their own due diligence to assure the QDIA is a prudent selection for the plan? 

Unless you are prepared to “go it alone,” either of the latter two approaches is best.

QDIA SELECTION PROCESS
Initially, determine how the plan’s current QDIA was selected if there is one. Ask the following:

 What is the objective of the plan?

 Was a prudent process used to select the QDIA and was that process documented?

  Did the plan evaluate the needs of the plan and its participants when determining  
 the QDIA? 

  Did the plan look at more than one alternative when picking the QDIA? 

  If applicable, did the plan compare the value of recordkeeping services separately  
 from asset management, specifically were the services bundled together or  
 evaluated individually?

  Was the basis for the fiduciaries’ decisions to select a particular QDIA documented,  
 including any limitations on the universe of available QDIAs? 

  Did the fiduciaries consider alternative recordkeeping platforms that may offer more  
 QDIA choices that better align with the needs of the plan and its participants?

  If applicable, does the process incorporate the DOL’s Tips for ERISA Plan Fiduciaries  
 for Target-Date Funds?

 Does the process include any standards from which to monitor the QDIA?

 Does the process include the frequency at which the current QDIA will be re-evaluated with 
respect to changes in the needs of the plan and its participants?

 Does the process include relying upon an experienced third-party to assist the fiduciaries 
in their selection, monitoring and replacement of the QDIA?

 Has the foregoing been documented in a way that will demonstrate the fiduciaries 
considered relevant information (or that which they should know to be relevant) to  
arrive at a well-informed decision to select, retain and/or replace the plan’s QDIA?

If not, it’s best to initiate a new selection process with the help of your consultant. Even if you 
believe the current QDIA is appropriate, if the selection process was not documented, you will not 
be protected from liability in the event of a DOL investigation or participant lawsuit. If you can’t 
prove your selection was prudent by thorough documentation, it is unlikely the DOL or a court will 
accept your conclusion that the selection was appropriate.
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11  See “Are Managed Accounts a Better QDIA?,” Towers Watson, June 2015, available at: https://www.towerswatson.
com/en/Insights/IC-Types/Technical-Regulatory/2015/05/are-managed-accounts-a-better-qdia. 

12  See GAO Report “401(k) Plans:  Improvements can be made to Better Protect Participants in Managed Accounts” at 
p. 20, available at:  http://www.gao.gov/assets/670/664391.pdf.

13  See Id.

Target-date funds and managed accounts are individual QDIA solutions in that they are designed to 
apply to each participant based on his or her age. In contrast, a risk-based QDIA is a single group 
solution in that the plan fiduciary must determine and document that the fund is appropriate for all 
plan participants as a group. This may be difficult to justify if there is a wide variation in participant 
ages. Also, if the participants likely to end up in the QDIA are generally less sophisticated, a 
target-date fund or managed account may be more appropriate as the account will become more 
conservative as the participant gets closer to the target retirement age without the need to adjust the 
allocation of investments.

Managed accounts are not utilized as often as target-date funds due in part to additional costs 
associated with this service, required participant engagement and input, and the fact that a 
QDIA manager must be either the plan sponsor, a trustee or an investment manager.11  If the plan 
fiduciaries do not have the expertise to prudently manage participants’ individual accounts, they 
must engage a third-party trustee or investment manager.  

In some cases, professional investment managers may not be available through the plan’s 
current investment platform or architecture.  Where investment managers are available, the 
fiduciaries must ensure they exercise prudence in selecting an investment manager that will 
manage the plan’s QDIA.  

At a minimum, a prudent process should consider the methodology employed by the managed 
account provider.  For example, the U.S. Government Accountability Office (GAO) published a 
report in 2014 showing wide disparity in the services and fees associated with some of the largest 
managed account providers.12 In most cases, the GAO found that while these companies offer 
“personalized” services that take into account “additional personal information to inform asset 
allocations, such as risk tolerance or spousal assets,” fewer than one-third, and sometimes fewer 
than 15 percent, of participants furnish this personalized information.13 The GAO cautioned that 
“participants who are defaulted into managed accounts that offer a highly personalized service 
run the risk of paying for services they are not using if they are disengaged from their retirement 
investments.” Given the basic fiduciary duty to “defray reasonable expenses,” fiduciaries should 
take steps to ensure that critical features of the service are likely to be utilized such that the 
additional costs will be considered reasonable in light of the value provided.

While target-date funds provided are typically managed by investment companies, are readily 
available on most platforms and are designed to automatically become more conservative as 
the participants approach their target retirement dates, they are not created equally and must 
be selected based upon the specific needs of the plan’s participants using an apples-to-apples 
comparison. Indeed, as discussed later, the DOL’s Tips for ERISA Plan Fiduciaries set forth a 
number of important considerations that fiduciaries should consider when selecting target-date 
funds for their plans.

As you can see there are advantages and disadvantages to each type of QDIA. A complete 
discussion of risk-based QDIAs and managed account selection criteria is beyond the scope of 
this article. You should work with your consultant to develop a process to determine which type of 
QDIA best suits the needs of your plan and its participants. Ask the following:

 Is the QDIA type appropriate for my participants given their demographics and investment 
experience?

 Do my plan files demonstrate that a prudent process was used, including any third-party 
advice or expertise, to arrive at a well-informed decision regarding the plan’s QDIA?

Target-date funds are 
not created equally and 
must be selected based 
upon the specific needs 
of the plan’s participants 
using an apples-to-
apples comparison.
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considered reasonable in 
light of the value provided.
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TARGET-DATE FUND SELECTION PROCESS
Today, target-date funds are the most popular choice as a QDIA with more than 70 percent of 
plans offering them, according to the Employee Benefit Research Institute’s (EBRI) 401(k) Plan 
Asset Allocation, Account Balances and Loan Activity in 2014. The DOL has acknowledged 
the popularity of target-date funds and has issued a guide to assist in selecting an appropriate 
target-date fund.3  Keeping in mind that fiduciaries are required to give appropriate consideration 
to those facts and circumstances that the fiduciary knows “or should know” are relevant, you 
would be well-served to incorporate the DOL’s “Tips for ERISA Plan Fiduciaries” into your 
investment policies.

Assess Needs
Initially, the DOL recommends that plan fiduciaries engage in an objective process to obtain 
information that will enable them to evaluate the prudence of any investment option made 
available under the plan. Aside from considering performance and fund fees and expenses, you 
should consider how well the QDIA’s characteristics align with your employees’ ages and likely 
retirement dates. They also suggest you consider other retirement plans you sponsor such as a 
pension plan, salary levels, turnover rates, contribution rates and withdrawal patterns.

Based on the DOL Tips, it is suggested you engage your consultant to conduct a needs 
assessment for the plan. Consistent with the DOL Tips, the consultant should gather the following 
participant demographic data:

 Ages  Compensation levels  Tenure

 Plan contribution rates  Equity allocation percentages

 Withdrawal patterns:  Whether participants typically cash out their investments at retirement 
or stay invested in the plan and make periodic withdrawals during retirement.

With this data, a needs assessment chart may be developed. The chart below will help show how the 
plan’s participants are invested versus how they ought to be invested given their demographic data. 

QDIA Impact on Participants

Before QDIA Selection & Re-enrollment
data as of 12/31/2014

Target-date funds  
are the most  
commonly-used QDIAs.
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Source:  Parent Company, American Century Investments

 

 46   51   56  

Optimal equity exposure is defined for each participant cohort as the equity exposure of the relevant One Choice  
Portfolio +/- 8% equity exposure. 
Source: American Century Investments® client with 443 participants. Data as of 12/31/2014 and 3/31/2015 
provided by record keeper. 
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Gather Information on QDIA Providers
You or your consultant should undertake to gather the necessary information on QDIA providers 
for your review. A request for information (RFI) should be utilized. In developing a list of potential 
providers, the consultant should consider, among other things, the needs assessment, the QDIA 
provider’s investment strategies and, for target-date funds, the glide path. The shift in the asset 
allocation over time is called the target-date fund’s “glide path.” It is important to know whether 
a target-date fund’s glide path uses a “to retirement” or a “through retirement” approach. A “to” 
approach reduces the target-date fund’s equity exposure over time to its most conservative point 
at the target date. A “through” approach reduces equity exposure through the target-date so it 
does not reach its most conservative point until years later.14 You may wish to consider a holistic 
approach to understanding the balance of risk in the glide path rather than focus on one aspect 
of its shape. 

Evaluate and Select a QDIA
Once all the relevant information has been obtained, it’s time to evaluate the data, determine 
the type of QDIA most appropriate for your plan and select the QDIA to be used. The following 
should be considered:

Performance and Risk. Analyze the QDIA’s performance. For target-date funds consider  
the prospectus information.15 You should analyze performance data over a long period given  
that the QDIA may serve as the participant’s investment vehicle over a period in excess of 40 
years.14 Therefore, short term performance (less than five years) should be given less weight than 
long-term performance. Also evaluate changes in ownership or manager turnover which 
can cause a fund to make changes in its investment style. You should consider recent or  
proposed changes to the fund company’s operations. 

With regard to a target-date fund, consider the following:

 Do you understand the principal strategies and risks of the target-date fund, or of any underlying 
asset classes or investments that may be held by the fund? Is the risk commensurate with 
investment returns and do the fund managers use strategies to minimize risk? 

Fees and Expenses. Benchmark the fees and expenses with similar investments. As to target-
date funds, the DOL notes: 

Target-date fund costs can vary significantly, both in the amount and types of fees. Small 
differences in investment fees and costs can have a serious impact on reducing long-term 
retirement savings.  

DOL suggests you consider following questions:

 Do you understand the fees and expenses, including any sales loads, for the target-date fund?

 If the target-date fund invests in other funds, did you consider the fees and expenses for both 
the target-date fund and the underlying funds?

 If the expense ratios of the individual component funds are substantially less than the overall 
target-date fund, what services and expenses make up the difference?16

If there are differences between the target-date fund expenses and the combined expense ratios 
of the underlying funds you should evaluate additional criteria to determine the reasonableness of 
the fees as a whole. Your fund evaluation process should focus on the value the target-date fund 
manager delivers to the plan and its participants.  

You may wish to consider 
a holistic approach 
to understanding the 
balance of risk in the 
glide path rather than 
focus on one aspect of  
its shape.

14  Target-date fund’s whose glide path is to manage “through retirement” are designed for an even longer period. These 
funds may continue to hold a substantial amount of volatile assets even at the target date. 

15  The prospectus or prospectus summary will contain important information such as: the fund’s investment objectives 
or goals, strategies for achieving those goals, principal risks of investing in the fund, fees and expenses, and its past 
performance.

16  Added expenses may be for asset allocation, rebalancing and access to special investments that can smooth returns in  
uncertain markets, and may be worth it, but it is important to ask.
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If you are considering proprietary target-date funds offered by a recordkeeper or plan provider keep 
in mind that the fees associated with these proprietary target-date funds may be used to offset 
other plan expenses provided by affiliates of the “bundled” provider such as plan recordkeeping or 
administration.  While a provider may show substantially discounted or even “free” recordkeeping 
fees if you decide to include its proprietary target-date funds as the plan’s QDIA, you should consider 
the component value in light of fees for recordkeeping services and investment management 
separately.  Also, you should understand how the recordkeeping fees will be adjusted in the event 
that you decide to replace the proprietary target-date funds.

Again, it is important to evaluate each target-date fund using the same objective criteria in order to 
make an “apples-to-apples” comparison. Once you have determined a proprietary target-date fund 
may be appropriate, examine how it may or may not impact other services provided to the plan and 
the overall fees charged to participants. The DOL notes that non-proprietary target-date funds may 
be advantageous and encourages fiduciaries to look beyond “a pre-packaged product which uses 
only the vendor’s proprietary funds as the target-date fund component investments.” 17

Alignment of the QDIA with the Needs Assessment. Consider the following questions:

 How does the proposed QDIA satisfy participants’ needs as determined in the needs 
assessment? Do participants typically cash out their investments at retirement or do they stay 
invested in the plan and make periodic withdrawals during retirement?

 As to target-date funds, do you understand the fund’s glide path, including when the fund will reach 
its most conservative asset allocation and whether that will occur at or after the target date?

 Is there anything in the needs assessment that would suggest you ought to have a more 
conservative asset allocation at or after any target date?

It is important to evaluate participant withdrawal patterns to determine whether you have selected 
the appropriate glide path for your target-date fund. A target-date fund using a “to” approach 
reduces the target-date fund’s equity exposure over time to its most conservative point at the target 
date. A “to” target-date fund may be more appropriate for participants who are expected to cash 
out of the plan at retirement. 

A “through” approach, on the other hand, does not reach its most conservative point until some point 
after the target date, often many years later. These target-date funds are generally for participants 
who do not withdraw all of their 401(k) account savings immediately upon retirement, but would rather 
make periodic withdrawals over the span of their retirement years.

Contribution rates and compensation ranges can serve as a proxy for risk tolerance, and access 
to supplemental retirement income (e.g., through a pension plan) may dictate a more or less 
conservative target-date fund allocation for your participants. Target-date funds can vary widely in 
terms of their equity/fixed income allocations, even after the target retirement age in a “through” 
target-date fund. 

To determine if a particular target-date fund is consistent with what you have determined is the risk 
tolerance and investment objectives of plan participants, ask the following:

 How would participants have fared with the QDIA being considered over a prior period of at 
least five years?

Such a study may reinforce your documentation that the chosen target-date fund is appropriate or 
may prompt you to consider an alternative target-date fund.

Evaluating participant 
withdrawal patterns 
may determine whether 
you have selected the 
appropriate glide path for 
your target-date fund.

17  See Id, note 3. The DOL also notes a “custom” target-date fund may offer advantages to plan participants by giving you 
the ability to incorporate the plan’s existing core funds in the target-date fund.
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Ability to Monitor the Selected QDIA. As noted at the beginning of this guide, plan fiduciaries 
are required to periodically review the plan’s investment options to ensure that they should continue 
to be offered. To effectively monitor your QDIA, you and your consultant will need to periodically 
re-evaluate each of the considerations discussed above: performance and risk, fees and expenses, 
and alignment with the needs assessment. For target-date funds, the DOL notes the following:

 At a minimum, the review process should include examining whether there have been any significant 
changes in the information fiduciaries considered when the option was selected or last reviewed.  For 
instance, if a target-date fund’s investment strategy or management team changes significantly, or if 
the fund’s manager is not effectively carrying out the fund’s stated investment strategy, then it may be 
necessary to place the fund on a watch list.  Similarly, if your plan’s objectives in offering a target-date 
fund change or if the employee population changes, you should consider replacing the fund.

When evaluating the ability to monitor, consider the following questions:

 How you will monitor the QDIA’s effectiveness in carrying out its stated investment strategy?

 Is the information needed for the evaluation publically available or will it require you to hire 
additional expertise to collect and evaluate?

 What information will you use to determine whether a QDIA’s investment strategy or 
management team changes significantly and warrants replacement?

 Have you had fundamental changes in the data used for the needs assessment that warrant a 
reexamination of your objectives for the QDIA?

Documenting the Selection Process
The DOL stated that plan fiduciaries should document the selection and review process, 
including how they reached decisions about individual investment options.18 You and your 
consultant should document the selection process together.

You may want to begin by ruling out alternatives that are not a good fit or otherwise unavailable, 
too remote from the benchmark or difficult to monitor. For example, you may describe the steps 
you took to determine that a target-date fund was the appropriate type of QDIA and that a 
managed to retirement glide path was appropriate for your plan (e.g., if you determined that most 
of your participants are expected to liquidate their savings at retirement) and describe why you 
did not further investigate the characteristics of available “through” retirement target-date funds. 
You can proceed to document the reasons you did select a particular QDIA. Consider preparing 
a process map or flow chart to document each of the steps taken and the decisions reached. A 
sample process map is on page 10.

In summary, your process should document the options you considered and the basis for your 
decision to select a particular QDIA.

18 See Id, note 3.
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Periodically Re-evaluate QDIA Selection

SAMPLE PROCESS MAP

IMPLEMENT

MONITOR

ASSESS NEEDSASSESS
NEEDS

RESEARCH QDIAs

SELECT & DOCUMENT
• Performance & Risk
• Fees & Expenses
• Alignment with Needs
• Ability to Monitor
• Special Considerations 
   Based on QDIA Type

RISK-BASED
Confirm QDIA is
“appropriate for 
participants of the 
plan as a whole”

AGE-BASED/TDF
Consider DOL Tips

MANAGED ACCOUNT
• Compare value & 
   expected utilization to
   additional fees
• Conduct due diligence on 
   managed account provider
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QDIA IMPLEMENTATION
Once the QDIA has been selected it must be added as a designated investment alternative to 
the plan and designated as the plan’s QDIA (and the current QDIA, if any needs to be removed). 
The DOL has noted the importance of effectively communicating with employees to provide them 
with all the information they need to make prudent decisions concerning the plan’s designated 
investment alternatives, including the plan’s QDIA.

Consider re-enrolling all participants in the plan. Re-enrollment is a process in which participants’ 
current account balances and future contributions are invested in the plan’s QDIA unless 
participants opt-out by a predetermined deadline before the effective date of the re-enrollment.  
The opt-out provision lets participants choose not to participate in the re-enrollment.

Through a re-enrollment, participants may benefit from better overall asset allocation and placed 
into an investment that may be more suitable for their investing acumen and habits. To determine 
if a re-enrollment may be appropriate, you can generate a Plan Allocation Analysis in which 
participants’ ages are graphed against their respective equity allocation. It may also be worthwhile 
to examine what percentage of participants are over- or under-exposed to equities based on their 
time horizon. This would provide insight into how many participants may be at risk. 

You may receive some fiduciary protection with the re-enrollment process. The re-enrollment is 
a call to action to participants to examine whether they are appropriately invested. Those that 
ignore the process may wind up with a more appropriate investment allocation with the QDIA. 
Having been offered the opportunity to re-assess their plan investments they may find it more 
difficult to later argue they were inappropriately invested.

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

 16   21   26   31   36   41   46   51   56   61   66   71   76   81   86  
Participant Age 

Sample Glide Path ■  Participant Equity Exposure 

Eq
ui

ty
 E

xp
os

ur
e 

Source:  Parent Company, American Century Investments

 Source: American Century Investments client with 443 participants. Data as of 12/31/2014 and 3/31/2015 
provided by record keeper.  

After QDIA Re-enrollment
data as of 3/31/2015
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QDIA MONITORING
When it comes to monitoring, there are two distinct activities that should be considered. First, the 
QDIA should be monitored to ensure it is performing as anticipated and in accordance with the 
plan’s other investment options (e.g., quarterly). Secondly, and often overlooked, is monitoring of 
the QDIA selection process itself. You should periodically (e.g., every two or three years) re-evaluate 
the process used to select the QDIA and make note of new developments in QDIA design or 
features that may better serve your plan’s participants. This second prong of monitoring may need 
to be performed sooner if there are material changes to your plan (i.e., a recordkeeper change, 
merger/acquisition, significant shift in employee demographics, etc.). Be sure to document both the 
routine monitoring of the QDIAs and the fiduciaries’ periodic review of the QDIA selection process 
itself – even if no changes are going to be made.

CONCLUSION AND NEXT STEPS
QDIAs can play a valuable role in helping fiduciaries manage risk while providing defaulted 
participants a well-diversified and age- or risk-appropriate vehicle from which to save for retirement. 
If you can demonstrate that you engaged in a prudent process to select an appropriate QDIA for 
your plan, and you monitor the QDIA on an ongoing basis, then the plan’s fiduciaries will not be 
responsible for any investment-related losses suffered by participants that are defaulted into a QDIA 
– provided the other conditions of QDIA rules are satisfied.  

To facilitate this process, you should consult with an experienced retirement plan 
consultant to create the necessary documentation to demonstrate that your choice of 
QDIA was prudent based upon the needs of your participants and that it conforms with 
the QDIA rules.
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