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Mashed-Potato Pricing in DC Plans: How to Reclaim the Upper Hand
By Paul Neveu, President, BPAS Plan Administration & Recordkeeping Services

Let’s say you want to add a 
spare bedroom and bathroom 
to your home. In the process, 
the builder tells you to engage 
three vendors: a plumber, an 
electrician, and a carpenter.
You contact a few local vendors, provide 
plans for the project and ask each for a 
proposal. Your goal is to compare the 
proposals, talk to each contractor, and 
check references before making final 
vendor selections. 

Now let’s imagine that two of the 
vendors come back with a fee quote 
involving not only their own services, but 
a strange mix of other services you didn’t 
request. The plumber wants to do a little 
bit of electrical work, some carpentry, 
and some painting. The carpenter’s fee 
includes wiring and plumbing too – but 
trust me, he knows what he’s doing – 
and he’s putting some strange kind of 
pressure on you to provide those services 
as well. Would you simply accept the 
proposals and say, “Fine, do whatever 
you want and just send me the bills?” Not 
likely. You’d ask each vendor to provide 
a clean quote for just the services you 
requested. Then, you’d make an open-
eyed decision and proceed with the 
contractors best suited to the job. 
You’d now have clarity, transparency, 
and accountability.

Taking this approach would seem only 
natural in a home renovation project. But 
for some reason, in today’s world, we’ve 
allowed a much larger purchasing need 
– the selection of retirement plan service 
providers – to slip into “mashed potato 

pricing” without much challenge. Allow 
me to explain.

As plan sponsors oversee their retirement 
plan, there are three specific functions 
(ingredients) they need to manage:

1. The investment menu (mutual funds, 
collective funds, annuities, brokerage 
window, etc.) 

2. The recordkeeping/administrative 
solution 

3. The relationship with an Investment 
Advisor or Corporate Trustee (and the 
fiduciary and education services they 
will provide) 

Just like the plumber, electrician, and 
carpenter, each service is essential to 
the big picture. Working together, these 
services help educate and engage plan 
participants, support the long-term 
accumulation of wealth, and manage the 
administrative complexity of the plan to 
reduce risk for the employer. 

Fee benchmarking: 
What’s the obligation?
In establishing a qualified plan, each plan 
sponsor takes on important fiduciary 
obligations. One of these obligations is 
to periodically review and benchmark 
fees and services for reasonableness. This 
step applies not only in the aggregate 
sense—“The total cost of our plan is 
121 basis points per year, while the 
benchmark group is running at 125 
basis points” —but also in a functional 
way to each service area. Investments, 
administration, and advisory services 
each need to go under the microscope. 
The goal of a fiduciary process is not to 

“deliver the cheapest fees,” but rather to 
determine what services the plan needs, 
then negotiate high-quality services 
at reasonable and competitive fees—
driving value for the plan. 

If an Advisor charges 50 basis points 
per year to a $17 million 401(k) plan 
merely to perform plan-level fiduciary 
services with two client meetings a year 
– with no participant education or daily 
engagement – chances are this would 
not be a reasonable fee arrangement, 
even if the plan was using 100% index 
funds. Likewise, if a $55 million plan was 
using a fund lineup with an average 
management fee of 85 basis points, you’d 
likely have a similar outcome, regardless 
of the cost of the other services. In a DOL 
or IRS audit, or plan-related litigation, 
the plan sponsor will be in the hot seat 
to defend these arrangements. Yes, 
most Registered Investment Advisors 
or Corporate Trustees will assist in the 
process. But a non-fiduciary, bundled 
service provider standing on the sidelines 
will usually be of little or no value as you 
try to defend yourself against allegations 
that fees were unreasonable, fiduciary 
process was not followed, or worse yet, 
you didn’t really know what you were 
paying for the various services; it all just 
blended together.

Creative practices by providers 
in how they bid retirement 
plans are great. But, how 
much additional liability do 
they create for plan sponsors?

The goal of a fiduciary process is 
not to “deliver the cheapest fees,” 
but rather to determine what 
services the plan needs, then 
negotiate high-quality services at 
reasonable and competitive fees—
driving value for the plan. 



BPAS | Mashed-Potato Pricing in DC Plans: How to Reclaim the Upper Hand Page 2

Whether it’s driven by legitimately bad 
facts or mere opportunism, we’ve seen 
a surge in litigation concerning fees, 
investments, and fee reasonableness in 
recent years. It should be a wake-up call 
for plan sponsors. 

How mashed potatoes get started
Mashed potato pricing starts with an 
innocent premise: “Here’s a proposal for 
your 401(k) plan, along with a few ways 
you can reduce certain costs.” In a recent 
bid of a $35 million 401(k) plan, three 
separate bidders were serving up their 
own recipe of mashed potatoes. Two of 
these quotes looked very similar:

• Scenario 1. Open architecture 
quote using the funds available 
on our platform, in any mix you 
choose. Quote: 12 basis points for 
recordkeeping and administration. 

• Scenario 2. Open architecture 
quote using the funds available 
on our platform, but selecting our 
proprietary stable value fund for 
all money market or stable value 
assets. Quote: 10 basis points for 
recordkeeping and administration.

• Scenario 3. Open architecture quote 
using funds available on our platform 
but where we auto-enroll participants 
into our proprietary target date 
funds as QDIA options. Quote: 2 
basis points for recordkeeping and 
administration.

Now imagine you are the plan sponsor 
reviewing this proposal, and the 
thoughts that might run through your 
head:

Let me get this straight. It sounds as 
though our plan will cost 12 basis points 
to administer per year. Is administration 
complicated enough to justify 12 basis 
points? I see we can reduce the cost by two 
basis points if we use the provider’s stable 
value fund. But we can drive it down 
to 2 basis points if we simply let them 
reinvest all of our assets in their target 

date funds? They’re a big, national firm – 
they must know what they’re doing. And, 
participants can move assets anywhere 
they want from those funds later. I have 
no idea how the real cost of doing that 
compares to saving 10 basis points in 
recordkeeping; but since we’ve always 
covered that cost corporately, it’s a quick 
way to shave 10 basis points of expenses. 
Let’s go with Scenario 3 and see how it 
goes. I’m glad we only look at this every 
five years.  

The problem with Scenario 3 (and even 
Scenario 2) is that it saddles the plan 
sponsor with making a decision based 
on factors that are totally arbitrary and 
unrelated to each other. What’s the real 
cost of using more expensive, possibly 
underperforming target date funds to 
re-enroll the entire plan compared with a 
10-basis-point savings in recordkeeping 
fees? How do you even begin to quantify 
if that’s a good deal? 

In two cases we reviewed, the target 
date funds offered by the provider were 
between 30 and 50 basis points more 
expensive than comparable funds from 
the low cost alternative in this space, with 
an average or mediocre performance 
history against category benchmarks 
(per our investment team). Also, we 
know how much of a role inertia plays in 
DC plans, where a majority of mapped 
assets often remain in those funds for 
years. How does this factor into the plan 
sponsor’s decision? 

Selecting Scenario 3 really means that 
you’re using the provider’s target date 
funds to get cheaper recordkeeping – 
kind of like using a plumber because they 
are your friend’s nephew; you’re trying 
to reconcile wildly competing goals. 
What happens if you get sideways with 

We’ve seen a surge in litigation 
concerning fees, investments, 
and fee reasonableness in recent 
years. It should be a wake-up call 
for plan sponsors. 

that decision – like if the funds begin to 
lag their Morningstar benchmark by 100 
basis points, or their net expense ratio 
magically floats up by 16 basis points? 
What about when plan assets double? It’s 
all about mashed potatoes. What seemed 
like a good idea at the time begins to 
create strange problems of loyalty. 
Is the plan sponsor more loyal to the 
participants and their interests, or more 
loyal to an arbitrary goal of reducing 
recordkeeping fees by 10 basis points? 

Advisors and Trustees 
Advisors and Corporate Trustees play 
an essential role in today’s retirement 
plans. They will advocate for the plan 
sponsor, whether it is with a true open 
architecture firm or a bundled provider/
asset gatherer. This is almost always 
better than going it alone. But when 
you look at a true open architecture 
environment compared with one run by 
a bundled provider/asset gatherer, the 
latter environment should be a source of 
ongoing friction concerning proprietary 
funds, outside funds, share classes, the 
allocation of fees among participants,  
and more. If you don’t see occasional 
thunder clouds between the Advisor and 
the bundled provider on such matters, 
it should be a red flag. In all things, 
you want full objectivity within your 
plan. The desire for “flexibility without 
conflicts” has fueled the rise of true 
open architecture platforms in today’s 
marketplace. 

Human nature can cloud 
our judgment
It’s human nature to think that most 
services should cost less than they do. 
What’s more, many people see services 
that are administrative or operational 
– like recordkeeping – as a commodity 
and “necessary evil.” As such, we should 

Is the plan sponsor more loyal to its participants 
and their interests or to an arbitrary goal of 
reducing recordkeeping fees by 10 basis points?
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accurately compare services and fees 
and make informed decisions – just 
like the home renovation project. And 
if one piece starts to underperform 
later, you can make changes without 
disrupting the rest of the mix. Bid 
your services this way. Document 
and benchmark fees this way. It 
will help you get to the truth, deter 
frivolous lawsuits and provide much 
better protection in the event of an 
audit. If a vendor won’t support this 
approach, select a new firm that will. 

• Eliminate the effects of “revenue 
sharing” and “proprietary funds“ as 
you bid your plan. There are hundreds 
of asset managers in existence. 
Vanguard is known for espousing 
index investing and very low costs. 
The fund family generally views 
“revenue sharing” as Superman sees 
Kryptonite; and to our knowledge, 
the firm’s Admiral shares don’t 
pay a penny to anyone – not even 
Vanguard’s own recordkeeping group. 
The best way to blow up mashed 
potatoes and ensure an “apples to 
apples” comparison of fees is to tell 
all firms to bid your plan assuming 
a menu of 100% Vanguard Admiral 
Shares. Some firms will balk. Some 
will tell you in the footnotes that 
certain other funds must be used 
(which should be a red flag). When 
firms bid this way, there is nowhere to 
hide: all fees must rise to the surface. 
Then you can truly compare the costs 
of administration and find out which 
firms are secretly dishing out mashed 
potatoes, despite all that “one in a 
million talk” in proposals. The true 
cost of administration will come out, 
with no hidden subsidies. Then you 

NOT good: We use an array of funds 
from a bundled provider’s menu, and 
work with an advisor. We are not sure 
of the advisor’s fiduciary capacity, 
but several people on our committee 
continue to make decisions regarding 
investments, even if it overrides the 
Advisor’s recommendations. The bundled 
provider offers a platform of funds and 
recordkeeping for our plan. They have 
certain rules regarding proprietary funds 
and a finite menu. We ended up using 
their proprietary target date funds as 
default because that was the cheapest 
option. They fought us last year when 
we tried to put a few outside index funds 
in the plan. We really aren’t clear on the 
true cost of recordkeeping because it’s 
all blended together into one package. 
The provider has notified us that they 
are not a fiduciary. In terms of advising 
participants, they offer a wellness 
program, and their call center reps 
dabble in financial “advice,” but things 
seem blurred in terms of their loyalty to 
us as a plan sponsor versus their desire 
to cross sell to participants. Conflicts of 
interest seem to be everywhere. But isn’t 
that the norm for the industry? 

As a CFO or Director of Human Resources, 
I think it’s fairly obvious which situation 
you’d rather be in. Sometimes individual 
decisions are made for valid reasons over 
time, but when you look at the collective 
result years later, you might ask, “How did 
we get here again?” 

How plan sponsors can change 
the paradigm
• Set the tone with vendors. Tell service 

providers that you believe in 
separating the three discrete services 
in your plan, and be deliberate about 
it. When investments, administration, 
and advisory services are each put 
into separate boxes, accountable for 
their own true costs and performance, 
the plan sponsor is in a better 
position of control. It allows you to 

The best way to deter mashed potato pricing and ensure 
an “apples to apples” price comparison is to tell firms to bid 
your plan assuming a menu with no partner funds and no 
proprietary funds —only 100% Vanguard Admiral Share funds.

drive down their costs wherever possible. 
Meanwhile, services that are more of 
an art – like investment management 
or advisory services – can be tolerated 
at higher fees because of their unique 
nature. While this viewpoint may 
resonate with people, the appropriate 
allocation of fees among the three 
services may look quite a bit different 
than what gut feel and intuition tell 
us. The actual list of services each firm 
provides, the demands of technology 
and participant servicing, and liability 
for when things go wrong – all of this 
makes the truth more complicated than 
perception.

There are professionals in all three sectors 
of the industry who work very hard and 
have an amazing value proposition. 
The goal of this paper is not to imply 
otherwise; nor is it to suggest that any 
of the three services is intrinsically 
more valuable than the others. But, 
the fundamental problem is that plan 
sponsors need to get over their “panic 
attack” of seeing true fees. Yes, things 
often cost more than we wish they did. 
But, the best answer is to isolate them, see 
them for what they are, and manage them 
over time, rather than seek out mashed 
potato pricing to make us feel better.

Two sets of facts
Let’s say you’re the Director of HR for a 
$25 million, 500-participant 401(k) plan, 
and six months from now, you’ll be in 
the throes of a DOL audit. Here are two 
scenarios you could face. 

Good: We use a true open architecture 
array of funds and work with a 
recordkeeper and an advisor. Our 
advisor acts as a 3(38) or 3(21) fiduciary, 
monitoring our investment menu, and 
provides ongoing education services 
to our participants. The administration 
platform lets us use any funds deemed 
appropriate for our plan, so the entire 
universe is available to the Advisor in its 
screens (e.g., the blind scales of justice). 
The cost of investments, administration 
and advisory services have each 
been benchmarked and found to be 
reasonable for a plan of similar size. We 
have the ability to change advisors OR 
recordkeepers if necessary, and the fund 
menu is under constant review based on 
an Investment Policy Statement. Triple 
independence makes us feel confident 
about our plan.

Tell all firms to bid your plan 
assuming a menu of 100% 
Vanguard Admiral Shares.
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separation of duties, independence, and 
driving quality from your vendors. What’s 
good for the home renovation project is 
most assuredly good for your qualified 
plan. 

Final thought: I realize there are many 
opinions around the industry on these 
topics. If you’d like to reach me with 
thoughts or comments, please send an 
email to pneveu@bpas.com. This blog 
may be updated from time to time 
with points or counter points that help 
explore the issue. You’re welcome to use 
as many food analogies as you like, but 
please skip anything about raw onions.

 

can compare services and fees and 
make a sound decision. After you 
select the administration firm, the 
advisor or trustee would determine 
the best menu of funds to use in 

 your plan. 

• Bid your plan like you buy cereal. 
Regulations 408(b)(2) and 404(a)(5) 

 moved us in a positive direction. 
However, the format vendors use in 
fee proposals is still all over the board. 
It places a tremendous burden on 
plan sponsors to understand it all and 
compare vendors. Now, think of the 
side of cereal boxes where the FDA 
put its foot down: “If you want to sell 
cereal in the United States, you’re 
all going to use the same format.” 

 At BPAS, we’ve seen many versions 
of fee matrices over the years and 
have boiled them down to a common 
format, like the cereal box. Honestly, 
divulging true fees in this way will  be 
uncomfortable for any vendor. But 
the “side of the cereal box” approach 
will protect the plan sponsor 
tremendously. If you’d like to see 
this template, send us an email and 
we’ll get it to you for review. Whether 
you buy rice cereal, corn flakes, or 
my personal fave, Honeycomb®, you 
always know what what’s in the box. 
You should expect the same clarity 
from your vendor. 

• Avoid being a sucker to technology. 
We all love technology – apps, 
cool websites, and calculators. It is 
certainly an important consideration 
as you review service providers. But 
over the years, I’ve seen plan sponsors 

make some crazy decisions based on 
it. “Your firm was superior in terms of 
investments, plan design expertise, 
and the strength of your daily service 
team. But man, you should see their 
mobile app.” The last I checked, a 
slick mobile app isn’t going to deliver 
the kind of high-touch experience 
that plans and participants need to 
take them over the finish line. You 
can’t talk to it when the market has 
dropped 15 percent; it won’t help 
you avoid costly compliance defects 
or fend off a lawsuit over fees or 
investments. Technology should be 
one of six or seven factors in your 
decision – not a shiny object that 
hypnotizes decision makers. I would 
urge retirement plan committees to 
think about the full range of issues 
that can impact their plan – in good 
times and bad – and make decisions 
with a balanced fiduciary mindset.

• Whose needs take precedence? 
Sometimes, priorities for advisors 
differ from those of plan sponsors. 
For example, setting minimum 
thresholds in terms of plans or 
participant count, or saying that a 
plan sponsor can’t work with a firm 
who is not on the advisor’s “approved 
list,” or who doesn’t use a certain 
firm for clearing (as if it matters 
to the plan sponsor).  While such 
considerations might make sense for 
the advisor, the plan sponsor’s needs 
should always win. 

In Closing
I’m not opposed to mashed potatoes 
on the dinner table. In fact, I dive into 
them every Thanksgiving after running 
the turkey trot; they taste amazing, 
and they put me to sleep as I watch 
the Lions and Cowboys take on some 
hapless opponent. But, if you value 
sound fiduciary process, independence, 
and protecting your organization, 
mashed potatoes have no place in your 
qualified retirement plan. Even if you 
never do business with my firm, there are 
plenty of solutions and vendors in our 
industry that can help you accomplish 
the goals I’ve laid out here. You’ll sleep 
better knowing you’ve done the best to 
advocate for your participants through 

Paul Neveu is President of 
BPAS Plan Administration 
& Recordkeeping 
Services. He is responsible 
for all BPAS Defined 
Contribution and VEBA 
practices, including 
sales, marketing and 

relationship management; daily administration, 
programming and trust operations; plan 
consulting, implementation and plan documents; 
and related services.

He is a magna cum laude graduate from the 
University of New Hampshire with a Bachelor of 
Science degree in Business Administration. He 
holds the Certified Employee Benefit Specialist 
(CEBS) designation from the International 
Foundation of Employee Benefit Plans and a 
certificate from the Securities Industry Institute 
offered at the Wharton School. He also holds the 
Series 6, 7 and 63 securities licenses. 

If you value sound fiduciary process, 
independence, and protecting your 
organization, mashed potatoes 
have no place in your qualified 
retirement plan. 

Technology 

should be one 

of six or seven 

factors in your 

decision – not 

a shiny object 

that hypnotizes 

decision makers.


