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If you’re like most employers, you anticipate your 
relationship with employees, as well as your 
responsibilities toward them, will naturally wind down 
at retirement. However, this may not always be the 
case. There are increasing numbers of retirees keeping 
their savings in their employer’s plan after they retire. 
Employers should carefully weigh the pros and cons of 
encouraging retirees to remain in the plan.

The Employee Perspective 
Employees might be encouraged to remain in their 
company plan to take advantage of increased access to 
certain types of investment vehicles, such as stable-value 
funds and collective investment trusts. An employer 
sponsored retirement plan typically has lower fees than 
an IRA and often comes with complimentary advisory 
services. The increased fiduciary responsibility required of 
a qualified retirement plan also provides a greater level of 
investor protection than an IRA. 
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Pros for Employers 
It’s not just employees who may benefit from staying on a company’s plan after retirement — employers  
can too. 
  + Lower administrative fees. The primary benefit for employers when retirees keep funds in their  
     retirement plan account is the overall boost that these participants can give to total assets, which in turn  
     assists in maintaining a healthy plan. Having higher pooled assets, bolstered by retiree funds, can help  
      sponsors negotiate with financial service providers. This increased bargaining power could help sponsors  
     lower their fees and administrative costs. 

  + Greater access to institutional share classes. Keeping retiree dollars in plan can also increase access to  
     more preferential share classes. This can lower fees even more for all participants. 
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Cons for Employers 
Although sponsors can use retiree funds as leverage for lower fees, there can also be drawbacks to keeping 
retirees on your books. Before deciding how to proceed, employers should consider these factors.

  + Additional responsibilities and needs. The most noteworthy drawback to keeping retirees’ assets in  
     the plan is the continued administrate burden — tracking and monitoring retirees’ accounts, providing  
     disclosures and maintaining regulatory compliance. Additionally, sponsors should consider the need for       
     specific communications with participants as they approach retirement. The inclusion of retirees in a plan  
     may require the addition or expansion of resources, services, and solutions. 

  + Risk and liability. In addition to having the responsibility to track and monitor plan funds, sponsors are  
     potentially liable for them as well. Sponsors who invite retirees to stay active in their company’s  
     retirement plan should prepare for the risk and liability of these assets. This can be more difficult with  
     retirees than current employees, as retirees typically have less direct contact than current staff — if  
     participants become difficult to locate past retirement for disbursals and disclosures, the responsibility  
     lies with the employer to make reasonable attempts to track them down.

Weighing the Pros and Cons 
The decision to invite retirees to remain in a company’s retirement plan depends on many factors; however, 
the most important one is often the size of the plan itself. Employers who manage larger plans often have the 
resources to provide administrative services and cover participant fees, whereas employers of smaller plans 
may be more concerned with their administrative responsibilities. If you’re considering whether to encourage 
retirees to stay in your plan, weigh the pros and cons carefully.
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Helping Employees Pay Down Student Debt
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The ever-growing burden of student loan debt looms 
menacingly over many Americans, crippling their 
ability to save for retirement and other financial goals. 
Roughly 60% of Americans who have held student loan 
debt have put off making important financial decisions 
due to that debt, according to a new Bankrate survey. 
For Gen Z and Millennial borrowers alone, that number 
rises to 70%.1 Some employers are taking a more 
proactive approach to investing in their employees 
by enacting programs that allow workers to direct 
retirement plan contributions toward paying down 
their debt.

The Problem with Debt 
Student loans can be difficult debt to pay off. Tuition 
has skyrocketed in the last few decades, meaning many 
students borrow much more to earn their degree. 
Although interest rates for these loans are typically 
lower than they are for credit cards, the high principal 
means interest accrues quickly and sizably over 
time. They also can’t usually be discharged through 
bankruptcy, and forgiveness programs have specific 
criteria for which only some workers will qualify. 

The student debt crisis has a broad cross-generational 
impact. Many older Americans are delaying retirement 
because of the financial impact of their loans. Younger 
people are foregoing attempts to save money while 
they try to get out from under student debt. 

A Flexible Solution 
Some forward-thinking organizations are now offering 
solutions that can be tailored to their employees’ 
needs, including an option to pay student debt using 
employer matching contributions. For example, some 
employers allow participants to allocate some or all of 
their employer match to student loan debt, a college 
savings plan, or even an emergency savings account. 
This way, participants can take advantage of retirement 
plans by using matching contributions to help reduce 
debt or save money for other goals. 

This turnkey solution helps provide debt relief without 
increasing your retirement plan’s administrative 
workload. And thanks to pandemic relief legislation,  
up to $5,250 in tax-free annual matching contributions 
can be directed toward student loan repayment 
through 2025.3

Advantages for Employers 
According to Forbes, happy employees are up to 
20% more productive at work than unhappy ones.2 
Considering that student loan debt is a major 
contributor to stress, allowing employees to take 
charge of their finances in this way may help alleviate a 
significant stressor for many workers. 

Employers who seek a unique way to invest in their 
personnel may want to consider a flexible contribution 
program. By helping employees pay down their debt 
with match dollars, organizations can provide proactive, 
actionable, and concrete solutions to enhance their 
workers’ financial wellness. In turn they can enjoy 
increased employee satisfaction and productivity — 
and even bolster recruitment and retention efforts. 
After all, an employer who helps you take charge of 
your financial future is one worth staying at.

Sources:    
1 Survey: Student loans have delayed wealth-building for Gen Z and millennial  
 borrowers, Bankrate  
2 Promoting Employee Happiness Benefits Everyone, Forbes  
3 Employer student loan assistance tax free

https://www.bankrate.com/loans/student-loans/financial-milestone-survey-2022/
https://www.forbes.com/sites/forbescoachescouncil/2017/12/13/promoting-employee-happiness-benefits-everyone/?sh=b1f7235581a1
https://thecollegeinvestor.com/33583/employer-student-loan-assistance-tax-free/
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Revenue Sharing Decisions
As a result of the significant rise in revenue sharing 
litigation it behooves plan fiduciaries to confirm and 
document the prudence and appropriateness of any 
revenue sharing arrangement.

Revenue sharing is the sharing of fees from one service 
provider (e.g., an investment fund manager) to another 
service provider (e.g., your plan’s record keeper or 
advisor). Revenue sharing may be built into a fund’s 
asset-based expense ratio if a plan utilizes a higher 
cost share class. The revenue sharing is often used to 
offset plan-related expenses rather than having the 
plan sponsor or participant making direct payment for 
specific plan services. 

A growing number of lawsuits allege that fiduciaries 
breached their duties of prudence by utilizing 
investment share classes with “excessive” revenue 
sharing. It is important to understand that ERISA does 
not prohibit plans from using revenue sharing to pay 
plan fees, however plan fiduciaries must be prepared 
to verify that their compensation arrangements are 
reasonable and prudent, as these fees are being paid 
from plan assets. Plan sponsors should be ready to 
show the judicious process utilized to justify the use 
of revenue sharing and the ongoing monitoring they 
undertake to ensure they do not become excessive with 
the growth of a plan. In the event that a plan sponsor 
cannot show the prudence of using revenue sharing 
it is important to know that the Department of Labor 
(DOL) may find issue with its use and issue directives to 
plan sponsors to make a plan “whole” via threatened 
legal actions. In addition, plan participants may initiate 
class action lawsuits against plan fiduciaries as well. 

According to a recent survey from Vanderbilt University, 
the National Bureau of Economic Research (NBER); and 
the Board of Governors of the Federal Reserve System 
more than half the plans surveyed utilize revenue-
sharing arrangements with at least one fund on the 
menu.1

The strongest position for a fiduciary is to have  
a documented and deliberate decision-making  
process that considers all relevant factors  
documenting prudence and the rationale for  
utilizing revenue sharing.

Sources:    
1 Mutual Fund Revenue Sharing in 401(k) Plans, Vanderbilt Owen Graduate School  
 of Management Research Paper

Dallas Office Opens Its Doors
Our Dallas team has a new space to call home! The newly remodeled office opened on July 11 in north Dallas, 
bringing the IMA family of companies, including IMA Wealth, IMA, and Towerstone teams, together in a single 
location. This marked months of planning and hard work across functions to prepare the property and ensure 
our associates were equipped with all essential accommodations.

The new office is located at 14221 North Dallas Parkway, Dallas, Texas 75254.

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3752296
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