
Final QDIA Regulations to Go Into Effect 

 
Introduction: 

 
The Department of Labor (“DOL”) has issued final regulations on the Qualified Default Investment Alternative (“QDIA”) rules, 
which permit employers to be shielded from liability under ERISA Section 404(c) for retirement plan investments made under a 
default arrangement. Default investment arrangements are commonly used in participant directed plans to invest the accounts 
of participants who fail to return an election form or otherwise fail to make an affirmative election as to how they want their 
account invested. 
 
Conditions for Fiduciary Relief under ERISA §404(c)(5): 

 
The regulations impose six conditions for obtaining fiduciary relief under ERISA §404(c)(5): (1) the plan must use a QDIA as 
the default investment, (2) the plan must provide for participant direction of investments, (3) a notice requirement must be 
satisfied, (4) relevant material regarding the QDIA must be passed through, (5) transfer rights out of the QDIA must be made 
available, and (6) a minimum number of diversified investment options must be available in lieu of the QDIA.   
 
Permissible Long-Term QDIA Options: 

 
Generally, employers who wish to qualify for QDIA treatment will need to provide for a default fund or strategy that falls into 
one of 3 categories: 
 

 A target date fund: a fund based on individual’s age, life expectancy or years until retirement age 

 A balanced or “risk based” fund: investment strategy based on demographics of the plan as a whole (i.e., average 
age of participants) 

 Managed account: investment manager using a strategy based on individual’s age, years until retirement age, etc. 
 
Status of Money Market / Stable Value Products: 
 

The final regulations provide that capital preservation funds, such as stable value and money market funds will generally not 
qualify as long-term QDIA options for investments made on or after December 24, 2007. Certain types of capital preservation 
fund balances invested prior to December 24, 2007 may be grandfathered. A money market account or stable value fund may 
qualify as a short-term QDIA for a particular participant only for 120 days after date of the first contribution. 
 
Conclusion: 
 

While the new QDIA provisions should be seriously considered by al plan sponsors, we believe plan fiduciaries need to take 
the necessary time to evaluate and implement the best QDIA solution for their plans, with proper consideration of all funding 
responsibilities. After evaluation and analysis of your plan’s investment options with your financial professional, please contact 
our office if you wish to implement the necessary steps to comply with QDIA regulations. 
 
Steps to adopt QDIA: 

 

 Evaluate and Analyze your plan’s investment options with your financial professional to identify the plan’s QDIA. 

 Check with your investment vendor for specific forms and disclosures applicable to their platform. 

 


