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The famous mathematician Sir Isaac Newton taught us that for every action there is an equal and opposite
reaction. Over the past decade there has been a dramatic transition in the way defined contribution plan
sponsors review and negotiate plan fees, and the recordkeeping industry is reacting. Recordkeeping fees
have become less all-inclusive, with more services being priced a la carte, and with fee incentives for the use
of proprietary investments in the menu design. In such an environment, plan sponsors may want to expand
how they consider plan fees.
Background
Fee disclosure requirements and a new wave of fee litigation have triggered changes in the way many plan
sponsors negotiate fees associated with their plans. A deeper level of fee scrutiny and fee negotiations
backed by more accurate benchmarking data has resulted in sponsors being able to reduce recordkeeping
charges more regularly. In turn, recordkeepers are being forced into becoming more efficient, better at
internal cost accounting and, most recently, focused on addressing services that both add to and detract
from their bottom lines.
Features of a Fee Review
Helped by regulatory requirements, improved fee reporting, and more specific education around plan fees,
it is common for today’s retirement plan committee to focus on the following as part of their fee review
process:
•

Evaluating the different types of recordkeeping fee models (transparent and non-transparent)

•

Understanding the relationship between recordkeeping fees and proprietary investment products,
including documentation that proprietary funds must meet all the standards required by the plan’s
fiduciary process for fund selection

•

Benchmarking base recordkeeping fees against plans of similar asset size and similar number of
participants

•

Testing the marketplace via a request for proposal from time to time
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As recordkeepers look to re-tool and re-capture a portion of their margins worn away by the pace of fee
compression, there has been a notable increase in recordkeeping fees for projects, the introduction of
participant level transaction fees, and new fees for services once provided as part of the standard recordkeeping
arrangement. Certain recordkeepers that have historically included distribution fees, loan maintenance fees,
plan document updates, data feed changes, and QDRO review in their base fees are introducing per occurrence
fees for such transactions or projects.
Questions that may be less common in a review of plan fees, yet important to finding the right fee structure and
appropriate scope of services documented in a recordkeeping agreement, are:
•

What are the services driving fees under the current fee structure?

•

What are the services most utilized by plan participants?

•

What are the services most valued by participants and the sponsoring organization?

•

What are the services not provided that would be of value to the plan and its participants?

•

Are there any underutilized services? If so, are there potential fee savings by reducing/eliminating those
services?

•

Are there anticipated projects that can be negotiated at the time of a fee review?

•

How will unforeseen projects be priced, and should there be a budget for such events?

There is no requirement that plan fiduciaries always choose the least expensive option for base recordkeeping or
for additional services. Rather, a committee whose advisors and recordkeepers work well together will be able to
compile a comprehensive analysis of services - making it easier for plan committees and their advisors to review,
negotiate, and document that their fees are reasonable, necessary, and of value to the plan.
Newton’s Law of Action and Reaction gives us insight into the tensions inherent between fees and services.
Retirement plan fee reviews should always look for ways to increase services of value at a reasonable cost and
eliminate those that are unnecessary.
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Fiduciary Investment Advisors, LLC (“FIA”)
FIA is an independent institutional consulting group with over 20 years of investment consulting experience.
FIA is an employee owned firm with 100% of the firm’s revenue derived from fees clients pay for investment
advice. Our mission is to provide customized investment consulting services to assist our clients in achieving
their investment and financial objectives, while fulfilling their fiduciary obligations. Our clients include corporate
retirement plans, endowments & foundations, public plans and private clients. Our consulting services include:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Investment Policy Statement Review/Creation
Retirement Service Provider Search (RFI/RFP)
Plan Benchmarking
Investment Menu Analysis and Design
Total Plan Fee Analysis (full fee disclosure)
Fiduciary Governance Consulting
Investment Fund Performance Measurement, Analysis and Reporting
Risk-Based Model Portfolio Construction
Employee Communication and Education
Asset Allocation Analysis
Investment Manager Searches
Liability Driven Investment (“LDI”) Strategies for Pension Plans
Quarterly In-Person Meetings with Finance/Investment Committees
Strategic Guidance on Relevant Topics of Interest
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product
(including the investments and/or investment strategies recommended or undertaken by Fiduciary Investment Advisors, LLC), or any
non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a
substitute for, personalized investment advice from Fiduciary Investment Advisors, LLC. To the extent that a reader has any questions
regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with
the professional advisor of his/her choosing. Fiduciary Investment Advisors, LLC is neither a law firm nor a certified public accounting
firm and no portion of the newsletter content should be construed as legal or accounting advice. A copy of the Fiduciary Investment
Advisors, LLC’s current written disclosure statement discussing our advisory services and fees is available for review upon request.
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