
Overview of Remote Fiduciary Services

Recordkeeper



The Mission:

T     – To introduce a technology-based 
turnkey risk MANAGEMENT program 
designed to mitigate or eliminate 
fiduciary risk for plan sponsors and 
service providers 



The Problem:

Issue #1: the introduction of a fiduciary standard

–ERISA requires plan sponsors to select and monitor plan 
          investments in the same manner as persons familiar with generally 

accepted investment theories and prevailing investment industry 
practices. 

–Where plan sponsors lack the needed technical knowledge to 
properly select plan investments, they are required to hire 
knowledgeable advisors.  DOL Regulation §2509.95-1(c)(6) states 
that “unless a fiduciary possesses the necessary expertise to 
evaluate such factors, he would need to obtain the advice of a 
qualified, independent expert.”

–There is an increase in high-profile litigation alleging fiduciary There is an increase in high profile litigation alleging fiduciary 
breaches on the part of plan sponsors in selecting and monitoring 
investments.

DOL has issued regulation 408(b)(2) that will expose prohibited 
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–DOL has issued regulation 408(b)(2) that will expose prohibited 
transactions and fiduciary breaches to a far greater degree.



DEFINITION: 3(21) VS. 3(38)

3(21) FIDUCIARY
When an employer hires a 3(21) advisor, the employer is not relieved of 
fiduciary responsibility.  Rather, they simply hire an expert to join them at 
the fiduciary table.  Typically, the advisor is expected to make 
recommendations, but it is ultimately up to the plan sponsor to decide 
whether to adhere to these recommendations. The advisor is responsible 
for his/her advice, but not for the outcome if the employer goes in a 
different direction.

3(38) FIDUCIARY 
When an employer hires a 3(38) investment manager, they transfer 
responsibility/liability for the investment management process to that 
person.  Since the investment manager is liable, he or she will have 
discretion in the Investment process.  The plan sponsor still shares 
liability for selecting/monitoring the investment manager.  If they 
neglect to monitor and replace a 3(38) investment manager that is not 
performing appropriately, the employer can find themselves liable for 
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the lack of oversight.



FIDUCIARY ROLE: 3(21) VS. 3(38)

No Fiduciary 3(21) 3(38)

Fund Selection Sponsor Sponsor based FPRFund Selection Sponsor Sponsor based 
upon FPR’s 
Advice

FPR

Investment
M

Sponsor Sponsor/FPR FPR

3(21) vs 3(38)Monitoring

Line-up changes Sponsor Sponsor FPR

Role of 
Sponsor

Select & 
Monitor all 

Select from 
approved FPR’s 

Review FPR’s 
serviceSponsor Monitor all 

options
approved FPR s 
investment 
options and 
recommendations

service

Role of FPR None Non-
discretionary 
investment 
advisor

Discretionary 
investment 
manager

Protection None Better Best



The Problem:

–Approximately  90% of all small plans and approximately 60% of 
all large plans use an advisor/consultant to help plan sponsors 

Issue #2: Distribution through non-Specialists

all large plans use an advisor/consultant to help plan sponsors 
meet their fiduciary obligations.

–Many of these “advisors/consultants” are “brokers” that Maintain 
a valuable client relationship  but do not maintain the level of a valuable client relationship, but do not maintain the level of 
expertise required to properly service their plans as a fiduciary.

–This results in a real dilemma for Broker dealers in the 
management of their broker’s fiduciary liability.

–To the extent the advisor is prohibited from rendering fiduciary 
services, the plan sponsor will be required to seek advice from se ces, e l  s o so  ll e equ e  o see  ce o  
another firm.

–it is incumbent upon plan sponsors to review their existing 
arrangements and determine whether they are protected against arrangements and determine whether they are protected against 
claims of fiduciary breach and to ensure they are receiving the 
proper level of service from their existing advisors. 



The Problem:

Issue #3: Dilemma for Recordkeepers/TPAs

–Recordkeepers and TPAs distribute 80% of their plans through 
brokers and many of those brokers provide a poor level of service to 
their clients.

–As a result, these clients plans turn over at a rate of 30% per year, 
even though the recordkeeper is performing at the highest level of even though the recordkeeper is performing at the highest level of 
service.

–Recordkeepers are often the scapegoat for the advisors neglect of a 
          plan, taking blame when issues are raised by the plan sponsor.

–Recordkeepers and TPAs have a desire to see this turnover rate 
reduced and increase retention.

–Recordkeepers and TPAs are limited in the recommendations they can 
make for plan-level maintenance while avoiding the assumption of a 
fiduciary role
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fiduciary role.

–Recordkeepers and TPAs must avoid disturbing their distribution 
relationships with their broker-dealers.



The Solution:

Solution: Fiduciary Relief for Plan Sponsors and Recordkeepers

–FPR offers a technology based solution providing a remote advice 
program through an automated, turnkey process designed to mitigate or 
eliminate fiduciary risk for plan sponsors and service providers.

–FPR utilizes its technology to cross-reference a plan’s current 
investments with their corresponding provider’s approved investment 
list.

–If selected, under ERISA Section 3(38), FPR will communicate to the 
recordkeeper any recommended fund changes so they can begin the 
notification and fund mapping process.

–FPR offers a Warranty Certificate, reinsured through Great American 
Insurance (AA rated), to assure the plan sponsor and recordkeeper that 
a prudent fiduciary process has been maintained.
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The Solution:

1. Due to technology and Scale, the FPR remote advisory services are priced 
to accommodate a plan’s existing advisor  thereby eliminating distribution 

Solution:  Key Benefits to recordkeepers and plan sponsors

to accommodate a plan s existing advisor , thereby eliminating distribution 
conflicts

2. fpr Provides a product solution for broker-dealers and their advisors to 
mitigate fiduciary risk in light of current legislative trends

3. Provides a solution for abandoned plans, thereby reducing attrition

4. Fully integrates with the recordkeeper’s current select list, whether 
internally produced or through a third-party RIA (i.e. Morningstar, 
Mesirow, Ibbotson, etc.)Mesirow, Ibbotson, etc.)

5. Provides a  thorough 3(38) fiduciary solution, with integrated Fiduciary 
Warranty to insure prudent fiduciary standards

6. Many select list providers carry a warranty covering the fund’s fiduciary 
selection process, which fits hand-in-glove with FPRs warranty of 
fiduciary process and subsequent select list adherence

7. Gives recordkeepers with the FPR solution a competitive edge over 
providers without such a solution or offering a lesser warrantyproviders without such a solution or offering a lesser warranty

8. Greatly increases client retention  and plan’s fiduciary health



The Process:

1. Recordkeeper  provides  preferred investment select list to FPR upon 
selection to offer FPR’s  services to plan sponsor clients.  If elected, FPR’s 
list may be utilized.list may be utilized.

2. Recordkeeper maintains FPR paperwork and initiates FPR contract with plan 
sponsors selecting our services via the sales desk for new plans or via the 
plan’s account manager for retro-fit plans

3. FPR inputs investment monitoring criteria into the cross-referencing 
technology platform

4. Quarterly downloads cross-referenced with performance standards and 
recordkeeper select-list .recordkeeper select list .

5. Under section 3(38), initiation of mapping request and participant notification 
request is communicated directly to the recordkeeper as needed.

6. FPR maintains a call center for advisor and Plan sponsor communication as 
requested.

7. Warranty certificate is issued for each plan by FPR under a master insurance 
arrangement backed by Great American.
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8. Quarterly fees are collected and paid to FPR by the recordkeeper 



The Process: Technology Workflow

Plan Sponsor / Advisor
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APPENDIX A – FEE 
SCHEDULESCHEDULETHE ANNUAL FEE FOR 3(21) FIDUCIARY SERVICES SHALL BE 

CALCULATED AS FOLLOWS: 

PLAN ASSETS ANNUAL FEEPLAN ASSETS ANNUAL FEE

UP TO $2,000,000 $750 (MIN ANNUAL FEE)

$2,000,000 - $50,000,000 3.5 BASIS POINTS

OVER $50,000,000 $17,500 FLAT FEE (MAX ANNUAL 
FEE)

( )THE ANNUAL FEE FOR 3(38) FIDUCIARY SERVICES SHALL BE 
CALCULATED AS FOLLOWS: 

PLAN ASSETS ANNUAL FEE

UP TO $2,000,000 $1,000 (MIN ANNUAL FEE)

$2,000,000 - $50,000,000 5 BASIS POINTS
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OVER $50,000,000 $ 25,000 NEGOTIATED



APPENDIX B – REPORTING

• COMPREHENSIVE  
INVESTMENT 
REPORTING utilizing REPORTING utilizing 
proprietary technology

• EXECUTIVE 
SUMMARY providing 
actionable advice

• DETAILED 
INVESTMENT REVIEWS 
summarizing key 
investment criteriainvestment criteria

• FIDUCIARY 
MONITORING REPORT 
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MONITORING REPORT 
outlining key plan 
objectives



APPENDIX C – INVESTMENT CRITERIA

THE FOUR P’S – BALANCING QUALITATIVE & QUANTITATIVE FACTORS

– The ranking system is unbiased and measures qualitative factors as well 
as quantitative criteria across meaningful time periods. The qualitative 
factors focus on the firm, team and investment process.  The quantitative 
factors focus on performance of the management strategy against it’s 
peers, it’s benchmark and risk-adjusted metrics. This combination of 
factors can help give us insight to the rationale behind a managers 
performance, and can help us more effectively identify problems before 
they translate into future performance issues.

PERFORMANCE
PEOPLE PROCESS

PERFORMANCE
PRICE

PEER GROUP BENCHMARK RISK - ADJUSTED

Criteria Manager Track R-
Squared

Total 
Return 1

Total 
Return 3

Total 
Return 5 Total Return Sharpe 

Ratio 3
Info. 

Ratio 5 Expense Criteria Tenure Record Squared 
3 year

Return 1 
Year

Return 3 
Year

Return 5 
Year 10 Year Ratio 3 

Year
Ratio 5 
Year Ratio

Hurdle Rate
Greater 
Than 3 
Years

Greater 
Than 5 
Years

Greater 
Than 80 Top 60% Top 50%

Greater 
Than 

Benchmark

Greater 
Than 

Benchmark

Greater 
Than 

Averag
e

Top 50% Top 60%
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Weighting 8% 7% 10% 10% 10% 10% 10% 12% 13& 10%



Contact Information

FiduciaryPlanReview.com, llc
Main Office

2300 M Street NW Suite 800
Washington, DC 20037
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,
(866) 318-4015

info@fiduciaryplanreview.com


