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On April 6th, the Department of Labor 
(DOL) released its long-anticipated 
fiduciary rules governing the oversight of 
retirement accounts by financial advisors.  
(The rules do not apply to non-qualified 
account investments.)  

The “streamlined” (per Secretary Perez) 
rules, a 1,028-page volume, were meant 
to simplify the way the financial industry 
delivers retirement savings advice.  Labor 
Secretary Thomas Perez said, 

“Today’s rule ensures putting the clients first is 
no longer a marketing slogan, it’s the law.”

In short, the rules require any investment 
advisor receiving compensation for 
making individualized investment 
recommendations to a retirement plan 
participant or Individual Retirement 
Account (IRA) owner to now be a 
fiduciary.  A fiduciary is one who holds a 
legal and ethical position of trust, usually 
as regards the care of financial assets.  

They must provide impartial advice in 
their client’s best interest and cannot 
accept any payments creating conflicts 
of interest.  As a fiduciary, advisors on 
retirement accounts will now be held 
to a higher standard than what most 
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Most advisors want to put their clients 
first, but operate in an environment 
where misguided economic incentives 
often prevent that from happening.  With 
the rules in place, advisors will compete 
based on the quality of the advice given, 
not the quantity of compensation 
received.

By virtue of our Trust Company status, 
GVT is, and has always been, a fiduciary.  
It’s in our DNA, having exercised fiduciary 
powers for almost 23 years.  

The fact that the financial industry is just 
now regulating a standard of conduct 
to do what is inherently right, speaks 
volumes about the lack of transparency 
and honesty in the industry.  Senator 
Elizabeth Warren (D. – Mass.) bluntly 
opined, there will no longer be “slick-
talking advisors pushing complicated 
products.”

Our clients are our partners and we work 
very hard so that they can attain their 
financial goals.  Their success is our 
success.  

As the debate over these fiduciary rules 
continues, we question whose interests 
are being championed, the industry or 
their clients.  For GVT, our clients’ best 
interests have always been our moral 
compass.  That won’t ever change, rules 
or no rules.     

YOUR BEST INTEREST

retirement advisors adhere to today – a 
lesser “suitability” standard that lets them 
recommend products that are suitable 
but not necessarily in their clients’ best 
interest.  

That’s right.  Product-peddling advisors 
have not explicitly been required to have 
their clients’ best interest in mind.

The final rules make clear that 
recommendations to roll over 401(k) 
assets to an IRA are subject to the 
fiduciary rules.  The rules acknowledge 
that a decision to move assets out of a 
401(k) may be based on factors other 
than fees, such as a broader range of 
investment choices or more personalized 
investment advice.  GVT has long been 
involved in these two areas, and is already 
uniquely qualified to administer the new 
rules.     

The financial industry has battled the 
DOL over these rules and will most likely 
continue to attack and litigate them, even 
after winning significant concessions.  
Why?  There is a lot of money to be lost by 
firms/advisors implementing these new 
statutes.  

LPL Financial Holding, Inc., a large 
company of independent financial 
advisors, cut fees by up to 30% in March, 
and, according to Obama administration 
estimates, imposing a fiduciary standard 
on advisors to retirement accounts would 
save investors some $40 billion over the 
next 10 years.  

Investment Update is published quarterly by Genesee Valley Trust Company (GVT). © 2016 All rights reserved.  
GVT is a wholly owned subsidiary of Canandaigua National Corporation (CNC).  This material is provided for general information purposes only and is not a recommendation or solicitation to buy or sell any particular security, product or service. 
Past performance is not indicative of future investment results. Investments are not bank deposits, are not obligations of, or guaranteed by CNC or GVT, and are not FDIC insured. Investments are subject to investment risks, including possible 
loss of principal amount invested.  Other services may be offered through affiliate companies.  



NAVIGATING THE MAZE OF 401(k) PLAN ADMINISTRATION
administration.  Worse yet, employers are 
generally aware that administrative and 
regulatory burdens have increased, but are 
unaware of (1) what and how many specific 
administrative requirements must be fulfilled, 
(2) when they must be addressed, and (3) who 
is responsible for meeting these requirements.

By regulation, each 401(k) plan must have 
a Plan Administrator appointed who is 
ultimately responsible for the administrative 
functions/requirements of the plan.  If no 
specific Plan Administrator is appointed, the 
employer is deemed hold this capacity.

In practice, most employers engage one or 
more plan providers to handle the various 
administrative and investment functions 
required by a 401(k) plan.  These providers 
can include a record keeper, third party 
administrator, trustee and even an investment 
advisor. But which administrative and 
investment management functions are the 
responsibility of these providers, and which are 
reserved for the employer/plan administrator? 

A detailed, comprehensive overview of all 
administrative responsibilities and regulatory 
requirements is beyond the scope of this 
article.  However, 401(k) plan’s requirements 
generally fall into one of four categories:

1. Implementation and execution of the 
plan document, any plan amendments, 
the trust agreement and agreements with 
service providers.

2. Day-to-day ministerial functions 
that can include enrolling participants, 
coordinating with payroll to set up 
participants’ contributions, ensuring 
participants receive required documents 
and notices, signing the Form 5500 filing 
and approving participant distributions.

3. Providing plan providers—most 
notably the recordkeeper or third party 
administrator—with information and 
data needed to set up participants, 
perform recordkeeping and testing and 
complete the annual Form 5500.

4. Reporting to the IRS, DOL and 
plan participants; most notably the 
preparation and filing of Forms 5500, 
1099-R, and 8955-SSA and distribution 
of the Summary Plan Description, 
Summary Annual Report, fee disclosure 
and various required notices to 
participants.

Many of these administrative and regulatory 
functions can be assigned to various service 
providers employed by the plan sponsor.  But 
employers must face the reality that they are 
responsible for a substantial number of these 
tasks.

Genesee Valley Trust appreciates that small 
plan sponsors don’t fully understand the 
scope and nature of the administrative and 
regulatory requirements, what and when they 
are required and which party (the employer 
or a specific service provider) is tasked with 
addressing the requirement.  

We work with our clients to clarify this 
murky landscape and help them understand 
their role (and responsibilities), and 
those of their vendors.  We view this as 
essential and simply a part of what we do 
as Discretionary Trustee.  By providing this 
guidance and support, we can help our clients 
avoid the pitfalls and oversights of 401(k) 
administration which often lead to mistakes, 
regulatory failures and corrections.

The overwhelming majority of employers find 
it difficult to understand and address the 
administrative functions and requirements of 
their respective benefit plans and programs.  
The proliferation of different benefit 
programs being offered employees has 
only added to the burden, especially since 
most if not all of these benefits are subject 
to governmental regulation.  One further 
complication is that each distinct benefit 
requires its own administrative functions 
and regulatory requirements with little if any 
coordination with the other benefits being 
offered.  

Against this backdrop, human resources and 
benefits personnel face ever changing and 
increasing administrative burdens.  In 
the nearly 40 years that have elapsed since 
enactment of ERISA, Congress, the Internal 
Revenue Service and the U.S. Department 
of Labor have steadily and continually 
demanded more administrative oversight, 
reporting and requirements of plan sponsors.  
Exceptionally large employers often have a 
specialized benefits department staffed with 
enough employees trained in this area—or 
in specific benefits—to easily address these 
increased demands.  But small employers 
have only one or two employees to administer 
benefits, and all too often those employees 
perform multiple functions—payroll, human 
resources and/or billing.

The result of this additional regulation is 
that all employers maintaining qualified 
retirement plans are inundated and 
often overwhelmed by retirement plan 
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COMING SOON - A New Online Wealth Experience

In the coming months, will be upgrading to an advanced online wealth reporting system that supports the changing needs of our 
clients.  To bring you this service, we’ve partnered with a nationally recognized leader in innovation. 

InnoVue, your new online wealth reporter, offers an enhanced experience that includes:

 ß Real-time account information
 ß Enhanced security measures 
 ß Online password reset

 ß Expanded investment details
 ß Simplified menu navigation
 ß New appearance of statements

If you have any questions, please call Jim Guido at (585) 586-6900.


