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Due Diligence for ERISA Advisers
April 8, 2010
The Department of Labor has defined minimum requirements for prudent selection and monitoring of ERISA advisers who act as fiduciaries and explicitly invited standards that further protect participants. The following table summarizes the DoL minimum requirements as well as standards used by Dalbar to further protect participants.

	Due Diligence Requirements
	Dalbar

	DoL Minimum Selection Requirements
	

	Objective process to assess:
	(

	· Adviser qualifications
	(

	· Quality of services offered
	(

	· Reasonableness of fees charged for the service
	(

	· Avoidance of self dealing
	(

	· Avoidance of conflicts of interest
	(

	· Avoidance of other improper influence
	(

	Process will take into account:
	

	· Experience and qualifications of the investment adviser
	(

	· Adviser’s registration in accordance with applicable federal and/or state securities law
	(

	· Willingness of adviser to assume fiduciary status and responsibility under ERISA
	(

	· Use of generally accepted investment theories
	(

	DoL Minimum Monitoring Requirements
	

	Periodically review:
	

	· Changes in information that served as the basis for the initial selection
	(

	· Whether the adviser continues to meet applicable federal and state securities law requirements
	(

	· Adviser is complying with the contractual provisions of the engagement
	(

	· Utilization of services in relation to the cost of the services to the plan
	(

	Additional Dalbar  Standards
	

	Background Check
	(

	Record of investment results for clients
	(

	Client trust and opinion of adviser
	(

	Alignment of contract terms with services offered
	(

	Un-tethered to any single practice standard or protocol
	(

	Compliance with SEC No-Action Letter permitting advertising of Dalbar Rating
	(


Department of Labor Guidelines 

-for prudent selection and monitoring of ERISA advisers (FAB 2007-01)

  “With regard to the prudent selection of service providers generally, the Department has indicated that a fiduciary should engage in an objective process that is designed to elicit information necessary to assess the provider’s qualifications, quality of services offered and reasonableness of fees charged for the service. The process also must avoid self dealing, conflicts of interest or other improper influence. In applying these standards to the selection of investment advisers for plan participants, we anticipate that the process utilized by the responsible fiduciary will take into account the experience and qualifications of the investment adviser, including the adviser’s registration in accordance with applicable federal and/or state securities law, the willingness of the adviser to assume fiduciary status and responsibility under ERISA with respect to the advice provided to participants, and the extent to which advice to be furnished to participants and beneficiaries will be based upon generally accepted investment theories.

In monitoring investment advisers, we anticipate that fiduciaries will periodically review, among other things, the extent to which there have been any changes in the information that served as the basis for the initial selection of the investment adviser, including whether the adviser continues to meet applicable federal and state securities law requirements, and whether the advice being furnished to participants and beneficiaries was based upon generally accepted investment theories. Fiduciaries also should take into account whether the investment advice provider is complying with the contractual provisions of the engagement; utilization of the investment advice services by the participants in relation to the cost of the services to the plan; and participant comments and complaints about the quality of the furnished advice. With regard to comments and complaints, we note that to the extent that a complaint or complaints raise questions concerning the quality of advice being provided to participants, a fiduciary may have to review the specific advice at issue with the investment adviser.”
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