403(b)

and You

“As a school business officer, I wear many
different hats,” says Darlene N. Blakeney,
Director of Finance and Operations at
Hanahau'oli School in Honolulu, Hawaii.
“Not just that of fiscal responsibility for
the school—managing the endowment,
budget, and construction projects—I

am also in effect the human resources
director. Combining those roles, I have
an obligation to manage the retirement
plan so that it optimizes benefits to the
school and employees.”

Blakeney is part of a new wave of busi-
ness officers taking control of their
institution’s retirement plans. They are
motivated partly by a desire for insti-
tutional excellence and partly by new
rules and regulations. Until recently,
many schools engaged an investment
company—such as TTAA-CREF, VALIC,
or Fidelity—and relied upon that orga-
nization to look out for the plan and
participants.

With new 403(b) plan regulations issued
by the Internal Revenue Service and
heightened scrutiny by the U.S. Depart-
ment of Labor, officers and governing
boards of independent schools and
colleges have a more hands-on respon-
sibility. They must satisfy retirement
plan fiduciary responsibilities and
operate plans in accord with regulatory
requirements.
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Dirk De Roo, Director of Administration,
Human Resources, at Phillips Exeter
Academy in New Hampshire, describes
the process by which the Academy
researched and met its retirement plan
fiduciary obligations. “With the changing
403(b) plan rules in 2009, we realized
that we needed to conduct more over-
sight,” he says.

“We looked at the Department of Labor
website, met with the Academy’s legal
counsel, and drew up a checklist of items
we should have in place. These included
an investment policy statement, regular
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monitoring and reporting, a new plan
document, and controls over transactions
like plan loans and hardship with-
drawals. We discovered that we and the
Academy’s board members could even

be held personally liable for not fulfilling
fiduciary responsibilities. It really ups the
ante quite a bit.”

Clearly, a fiduciary cannot rely upon the
investment provider to reach an inde-
pendent judgment. “While due diligence
plan review is new to me, it is a respon-
sibility I accept on behalf of the plan
and participants,” says Alanna Brown,
Denver-based Colorado Academy’s Busi-
ness Manager. “I need to protect their
assets by regularly examining rates of
return compared to the risks involved,
and expenses in light of services.”

Schools naturally look for advice to
complete their fiduciary due diligence.
Phillips Exeter’s DeRoo says, “Once we
understood the need for our plans to
have more formal oversight, we asked,
‘Does the Academy have the internal
expertise to monitor and make valid
recommendations?” We acknowledged
right up front that we didn’t. So we
looked for outsiders with expertise and
objectivity, got a short list of consultants,
requested information about fees and
services, developed a matrix, and made a
selection.”
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