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FIDUCIARY DUTIES

Pension Plan Participants Failed  
to State a Claim

T he U.S. District Court for the District of 
Connecticut grants the defendants’ mo-
tions to dismiss for failure of plaintiff re-

tirement plan participants to state a claim that the 
defendants violated the Employee Retirement In-
come Security Act of 1974 (ERISA) by self-dealing 
through their receipt of revenue-sharing pay-
ments from investing plan assets in high-cost mu-
tual funds.

The plaintiffs were participants in a 401(k) plan 
sponsored by their employer, a plumbing parts 
wholesaler. The defendants included the employ-
er, a financial products company that offered a 
variety of investment alternatives under the plan, 
and a financial services company that provided in-
vestment advice to the plan.

The plaintiffs filed suit on behalf of the plan and 
similarly situated plan participants, challenging 
both the composition of plan investment options 
as well as the financial product company’s revenue-
sharing agreements with the plan’s mutual fund 
investment options. The plaintiffs claimed that the 
actively managed funds were too expensive and 
that the financial company engaged in self-dealing 
through its receipt of revenue-sharing payments. 
The plaintiffs alleged that the financial company 
engaged in prohibited transactions and breached 
its fiduciary duties in violation of ERISA and, even 
if the financial company was not a plan fiduciary, it 
should have been held liable for its knowing partic-
ipation in a breach of trust that resulted in higher 
fees being passed on to plan participants.

The defendant financial company argued that 
it was not a fiduciary because, although it had the 
authority to administer the assets and investments 
of the plan, the agreement with the plan sponsor 
prohibited it from making any decisions related to 
plan assets.

The plaintiffs also alleged that the employer 
and financial advisor breached their fiduciary 
duties by choosing an overly expensive menu of 
investment options and by failing to monitor the 

administration of the plan and investments by the 
financial company.

The court explains that under ERISA, a person 
can only be held responsible for a breach of fidu-
ciary duty to the extent that he or she (1) exercised 
any discretionary authority or control regarding 
the management of the plan or disposition of its 
assets, (2) rendered advice for compensation with 
respect to plan funds or property or (3) had any 
discretionary authority or responsibility in the ad-
ministration of the plan.

The financial company successfully demonstrat-
ed its limited role in carrying out the terms of the 
plan and argued that the employer and financial 
services company were ultimately responsible for 
directing investment decisions in connection with 
the plan. The court agrees with the financial com-
pany and states that the “mere creating and offer-
ing of a menu or lineup of funds cannot legally or 
logically give rise to fiduciary status.” In addition, 
the trust agreement with the employer determined 
the compensation of the financial company. Ac-
cordingly, the court determines that the financial 
company was not a fiduciary under ERISA.

The plaintiffs also allege that the employer and 
financial advisor breached their fiduciary du-
ties by failing to ensure that the expenses asso-
ciated with the funds were “fair and reasonable.” 
The court opines that ERISA does not require 
an employee benefit plan to maximize returns to 
plan participants or scour the market to offer the 
cheapest possible funds.

Therefore, the court determines that the plain-
tiffs failed to plead sufficient facts that would sup-
port a plausible inference that the employer or fi-
nancial advisor violated their fiduciary duties.

Accordingly, the court grants each defendant’s 
motion to dismiss with prejudice.    
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