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The Fiduciary Rule and Recordkeeper Services: Interesting
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Fred Reish

This is 70™ article about interesting observations concerning the Department of Labor’s (DOL)
fiduciary rule and exemptions. These articles also cover the DOL’s FAQs interpreting the regulation
and exemptions and related developments in the securities laws.

Almost all of my Angles articles have been about the impact of the fiduciary rule on
advisors—representatives of broker-dealers and RIAs. However, the fiduciary rule also affects
recordkeepers and the services that they offer to plans and advisors. In that regard, most of the work
that we are doing for recordkeepers falls into three categories:

¢ Acceptance of fiduciary responsibility by recordkeepers for “financial wellness” of
participants.

¢ Providing investment services and support for advisors, without becoming a fiduciary.

¢ Providing investment services and support for plan sponsors, without becoming a fiduciary.

The next few Angles articles will discuss these issues in detail. This article is just to introduce the
topics.

Financial Wellness

Financial wellness combines a focus on benefit adequacy with basic budgeting and financial
management. Typically, it covers advice on plan participation, amounts to defer, repayment of
indebtedness, budgeting and management of regular expenses, basic savings, investment advice
and management of participants’ accounts, roll-ins to plans, and rollovers from plans. The objective
is to help employees with financial decision-making for the short, intermediate and long terms. Where
the recommendations constitute fiduciary advice under ERISA and the Best Interest Contract
Exemption, the recordkeepers are accepting fiduciary status.

Investment Assistance to Advisors
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The fiduciary rule includes an exception for investment services provided to “independent fiduciaries
with financial expertise,” or “IFFEs.” Those fiduciaries include broker-dealers, RIAs, banks and trust
companies, and insurance companies. In turn, where those financial institutions are willing to serve
as fiduciaries with their advisors, recordkeepers can provide investment recommendations to the
advisors without becoming fiduciaries. That is because the financial institution and the advisors are
considered to be independent and knowledgeable fiduciaries who can evaluate the recordkeeper
recommendations on behalf of their plan, participant and IRA clients.

Investment Assistance to Plan Sponsors

While recordkeepers have great flexibility to provide investment advice to advisors (who qualify as
IFFES) without becoming fiduciaries, the same is not true for advice to plan sponsors. (The IFFE
provision also applies to some larger plans.)

However, there are some exceptions of general application for providing investment information to
plan sponsors. The most useable exception is for responding to requests for proposals (RFPs) and
requests for information (RFIs). But, even that exception is limited. The investment list provided by
the recordkeeper can only be based on the size of the employer or the size of the plan, or both. For
existing plans, it could be based on the current investment line-up.

A Prediction About Future Directions

As a prediction, recordkeepers will increasingly take advantage of the IFFE carve-out. That means
that they will be providing suggested investment line-ups to qualifying IFFE advisors. The advisor will
then need to evaluate the line-up and decide whether to present it to the plan sponsor. If an advisor
then gives that investment line-up to the plan sponsor, the law will treat it as the advisor’s fiduciary
recommendation (and, therefore, not as a recommendation by the recordkeeper).

That is the only meaningful exception for individualized non-fiduciary investment recommendations
by recordkeepers. The RFP/RFI exception will also help, but it provides, by definition, a generic list of
investments.

The views expressed in this article are the views of Fred Reish, and do not necessarily reflect the
views of Drinker Biddle & Reath.
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Part 16 - Adviser Recommendations: Interesting Angles on DOL’s Fiduciary Rule #16

Part 17 - Level Fee Fiduciary: Interesting Angles on DOL'’s Fiduciary Rule #17
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Rule #20

Part 21- Retirement Plan Documentation and Prudent Recommendation: Interesting Anales on the
DOL’s Fiduciary Rule #21

Part 22-Banks and Prohibited Transactions: Interesting Angles on the DOL’s Fiduciary Rule #22
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Part 38- SEC Examinations of RIAs and Broker-Dealers under the ReTIRE Initiative: Interesting
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Part 43 - BICE Transition: More Than the Eye Can See - Interesting Angles on DOL’s Fiduciary Rule
#43
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#44

Part 45 - DOL Fiduciary “Package”: Basics on the Prohibited Transaction Exemptions: Interesting
Angles on the DOL'’s Fiduciary Rule #45
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on the DOL'’s Fiduciary Rule #46

Part 47- “Real” Requirements of Fiduciary Rule: Interesting Angles on DOL'’s Fiduciary Rule #47
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Part 48- The Last Word: The Fiduciary Rule Applies on June 9- Interesting Angles on the DOL’s
Fiduciary Rule #48

Part 49- The Requirement to Disclose Fiduciary Status: Interesting Angles on the DOL'’s Fiduciary
Rule #49

Part 50- Fourth Impartial Conduct Standard: Interesting Angles on DOL’s Fiduciary Rule #50

Part 51- Recommendations to Transfer IRAs: Interesting Angles on the DOL'’s Fiduciary Rule #51

Part 52 - The Fiduciary Rule and Exemptions: How Long Will Our Transition Be?: Interesting Angles
on the DOL'’s Fiduciary Rule #52

Part 53 - Fiduciary Rule and Discretionary Investment Management: Interesting Angles on DOL'’s
Fiduciary Rule #53

Part 54 - The DOL’s RFI and Possible changes to BICE: Interesting Angles on the DOL'’s Fiduciary
Rule #54

Part 55- DOL’s RFI and Recommendation of Annuities- Interesting Angles on DOL'’s Fiduciary Rule
#55

Part 56-Recommendations of Contributions as Fiduciary Advice: Interesting Angles on the DOL’s
Fiduciary Rule #56

Part 57- Relief from 408(b)(2) Requirement on Change Notice: Interesting Angles on the DOL'’s
Fiduciary Rule #57

Part 58- Recommendations to Contribute to a Plan or IRA- Interesting Angles on the DOL'’s Fiduciary
Rule #58
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Part 59- What Plans and Arrangements Are Covered by the Fiduciary Rule: Interesting Angles on the
DOL'’s Fiduciary Rule #59

Part 60- What the Tibble Decision Means to Advisers: Interesting Angles on the DOL'’s Fiduciary
Rule #60

Part 61- The Fiduciary Rule, Distributions and Rollovers: Interesting Angles on the DOL’s Fiduciary
Rule #61

Part 62 - Is It Possible To Be An Advisor Without Being A Fiduciary? - Interesting Angles on the
DOL’s Fiduciary Rule #62

Part 63-Policies and Procedures: The Fourth BICE Requirement - Interesting Angles on the DOL’s
Fiduciary Rule #63

Part 64 -What Does the Best Interest Standard of Care Require?-Interesting Anagles on the DOL'’s
Fiduciary Rule #64

Part 65- Unexpected Consequences of Fiduciary Rule - Interesting Angles on the DOL'’s Fiduciary
Rule #65

Part 66- Concerns About 408(b)(2) Disclosures: Interesting Angles on the DOL'’s Fiduciary Rule #66

Part 67- From the DOL to the SEC - Interesting Angles on the DOL'’s Fiduciary Rule #67

Part 68-Recommendations of Distributions - Interesting Angles on the DOL'’s Fiduciary Rule #68

Part 69- Compensation Risks for Broker-Dealers and RIAs: Interesting Angles on the DOL'’s
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Fiduciary Rule #69

Part 71- Recordkeepers and Financial Wellness Programs: Interesting Angles on the DOL’s
Fiduciary Rule #71

Part 72-The "Wholesaler" Exception: Interesting Anales on the DOL'’s Fiduciary Rule #72

Part 73- Recordkeeper Investment Support for Plan Sponsors: Interesting Angles on the DOL'’s
Fiduciary Rule #73

Part 74 -One More Fiduciary Issue for Recordkeepers: Interesting Angles on the DOL'’s Fiduciary
Rule #74

Part 75 - The Fiduciary Rule: Mistaken Beliefs-Interesting Angles on the DOL'’s Fiduciary Rule #75

Part 76 - Discretionary Management of IRAs: Prohibited Transaction Issues for RIAs- Interesting
Angles on the DOL’s Fiduciary Rule #76

Part 77 -_The Fiduciary Rule: Mistaken Beliefs (#2): Interesting Angles on the DOL’s Fiduciary Rule
#11

Part 78 - The Fiduciary Rule: Mistaken Beliefs (#3): Interesting Angles on the DOL'’s Fiduciary Rule
#78

Part 79 - The Fiduciary Rule: Mistaken Beliefs (#4)- Interesting Angles on the DOL’s Fiduciary Rule
#79

Part 80 - Enforceable During Transition?: Interesting Anales on the DOL'’s Fiduciary Rule #80
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