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Cross-selling gaining
prominence in retirement-plan
lawsuits
The issue of marketing non-retirement-plan services by record keepers
has cropped up in multiple recent lawsuits
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Aug 12, 2019 @ 1:50
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By Greg Iacurci 

Cross-selling by record keepers has become a hot-
button issue in retirement-plan lawsuits, raising
broader awareness and questions around how service
providers can use participant data.

Consider Johns Hopkins University, which agreed last
week to settle a lawsuit alleging that it mismanaged
its 403(b) plan. The settlement stipulated that the
school will solicit competitive bids for record-keeping
and administrative services and that the firm it selects
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can't "solicit
current plan
participants for
the purpose of
cross-selling
proprietary non-
plan products and
services."

Those services
include, but aren't

limited to, individual retirement accounts, non-plan
managed account services, life or disability insurance,
investment products and wealth management
services. The record keeper would only be allowed to
cross-sell if a participant requests that it do so.

This settlement agreement followed closely on a
similar one reached in April by Vanderbilt University in
a separate lawsuit involving its retirement plan. The
defendant agreed to tell its record keeper, Fidelity
Investments, not to use participant data — such as
contact information, account size, investment choices
and retirement date — to sell products unrelated to the
403(b) plan.

(Recommended video: Data need to be better
leveraged for retirement clients)

When the Vanderbilt settlement was reported,
attorneys said it was first time they'd seen such a
cross-selling provision in a settlement. Cross-selling
had previously cropped up in a lawsuit against
Northwestern University in which plaintiffs said record
keeper TIAA had inappropriately used participant data

7
ret irement
side gigs
to help
ret irees
make up
the income
gap

Sep

10

Upcoming event

Conference

Denver
Women
Adviser

Summit
The InvestmentNews Women
Adviser Summit, a one-day
workshop now held in six cit ies
due to popular demand, is
uniquely designed for the
sophisticated female adviser
who wants to take her personal
and professional self to the next
level.... Learn more

3

Subscribe and Save 60%
X

News & Features Video Data & Resources Research Events

Awards & Recognition Subscribe Sections

https://www.googleadservices.com/pagead/aclk?sa=L&ai=ColHFy_VRXbf5EYv9hQaMkJGICY_f0vRXl-Tbo_4J57KBswQQASC8teciYMmep4fco5QRoAHUxq7_A8gBAuACAKgDAcgDCKoEvwJP0HoaJgeR2gCaozE6zLGm5npchRVuoOBRPdoAeTvjJW6DD-haIOwCLt99GchykER5jMFCqZrFVABTgGlu5WWnOEvACB_5X0stSPBVJ36WHnAUFhYhE1-8yIHux3IfTAaFhDWGzeCgvw0GB6BQgML68-t_5XT8OaruPlYhS75Ny4z7RwNYj2Ym2eKgm6ntR95hxbzLbiwe8k6eZxrzgCtRFOz28OknGhF0OYDXHWnfNxfuIMp71AC0M1NbiGCFOb3v2yzd8abOApN8QaheQqaH6IB8oActj6HGbtJery9dw0uyexNh5QQpxH5Aez8ra3tob6ClwUy1na2mbYMzdHKnTW6gngGG2ySPOzX6xswt2TQchSmmrS7IbvhviYWjxksYCbNrxeBdI-y2kyYhUH08deQ3hhcliNs2N4UgxEkVwAT675adpALgBAGIBcHdpeQHoAYC2AYCgAeUuVGoB47OG6gH1ckbqAfB0xuoB4XUG6gHgdQbqAeC1BuoB4bUG6gHhNQbqAeT2BuoB-DTG6gHugaoB9nLG6gHz8wbqAemvhuoB_PRG6gH7NUb2AcBoAi1hqYEsAgC0ggHCIABEAEYDbEJfb4U2_SVYZWACgOiEz4KNwgDQAFSCAoGEgQIARABaK6m9opDciESHyACKAI4AkDB3aXkB1gCaP7__________wGAAQGYAQMaAwoBMNgTDYIUGBoWd3d3LmludmVzdG1lbnRuZXdzLmNvbQ&ae=1&num=1&cid=CAASEuRoz8UwewQiCx3-JgxzzU93tQ&sig=AOD64_31N_WAh06oV-zPAjuvm2b5ycRtNQ&client=ca-pub-6831537970628160&nx=CLICK_X&ny=CLICK_Y&nb=2&adurl=https://www.classlawgroup.com/gpb-capital-lawsuit/%3Futm_source%3Dadwords%26utm_campaign%3DGPB%2B-%2BKeyword%2BDisplay%2Binvestor%2Bnews%26utm_medium%3DGPB%2BKeyword%26utm_term%3D%26match_type%3D%26utm_network%3Dd%26ad_position%3Dnone%26placement%3Dwww.investmentnews.com%26gclid%3DEAIaIQobChMI94qV5r3-4wIVi37BCh0MSASREAEYASAAEgKQQfD_BwE
https://adssettings.google.com/whythisad?reasons=_DFa0if9O7Ca3tQQz8-pYmaDuvjluHbjZo5r57-ug_ZsU6xwqA0-FbaJFlLiahwq0I6EBJ-7txUw4MleF7OFHiU4qZrV8SBPTeTAUL17GpxcmkImxp3m3qcjFpS0Z-dtvPfunKdkY-6c7SstnWUeIEtDe_S2fqWxmn0E_HF5c5mMWuT8jKgrtx8plk4_v_MhbIYatPrWuleIiNvPcIXX4CXhATWsEhWEj1bwmjA2RErEOuqmDBTWETDef5XBKZaOngQVhZNqtQcmEJUWLtdc1I2LjDCcTNCydElxK13q3njLO6dHj1qZquAEd6sbGN88RxXlaoOJA76lrfA3,BbVAQszrBbomKmrJJpxE7A&source=display
https://www.investmentnews.com/article/20190423/FREE/190429981/fidelity-sales-tactics-called-out-in-settlement-of-retirement-plan
http://www.investmentnews.com/section/search?q=fidelity+investments
https://www.investmentnews.com/section/video?playerType=INTV&bctid=6029921169001&date=20190425&issuedate=20190522&sid=20190520INRPA
https://www.investmentnews.com/article/20190513/FREE/190519983/cross-selling-poised-to-be-next-401-k-battleground-issue
https://www.investmentnews.com/apps/pbcs.dll/gallery?Site=CI&Date=20190807&Category=FREE&ArtNo=806009999&Ref=PH
https://www.googleadservices.com/pagead/aclk?sa=L&ai=CvLui4vhRXaGsEsjGhQa6-puwCP2Pm9tXt8qW8doI29keEAEgvLXnImDJnqeH3KOUEaABu-O8nwPIAQLgAgCoAwHIAwiqBMACT9Bkm5p3ILL2q0oL9v_bg5HKHThbUaS1Irv2AuQ0QIB46NYFytEMJFxtGng6348gA_5hl6pMuEhRBuzd1P1YMlDtG6air_n2vzCsAzKUuw_wLy9e6b_bzQ2z53qB7ibTFZfEx2eRZzSaRSQMzfUpcaeayxjduGRjsc2lOAA1YAq70z9W5FP6XFQnBXaQgngDpI7mlIMinsaKglhhUg23atqN6S1OLL5LqLIkZLzhMd_-Hz3plRDaBNhWRLdgMBtxADQ08ibVRIFE4GqrCZrrmKGhY0FXosgu1D-vP2cUcQpbk3WFNYQpwXZhpLlsuTUhVkOYzj_c40ombOWxHNkzvo8SC2sFRIqyCiyT6TbRqQvTDHX3lek7wIqZoLCFZNdn0-Xe1BU4A9kVm6ng_nLKeGC1vLCu1Nns_YtLqMbseonABNuM9Zy3AeAEAYgF2N2pxwKgBgLYBgKAB62cw2CoB47OG6gH1ckbqAfB0xuoB4XUG6gHgdQbqAeC1BuoB4bUG6gHhNQbqAeT2BuoB-DTG6gHugaoB9nLG6gHz8wbqAemvhuoB_PRG6gH7NUb2AcBoAi1hqYEsAgC0ggHCIABEAEYDbEJembPHSV8zceACgPYEwyCFBgaFnd3dy5pbnZlc3RtZW50bmV3cy5jb20&ae=1&num=1&cid=CAASEuRocY23-HNRrzZ2E1u9s8ea1g&sig=AOD64_2aR0SVo08u4krNCTkanhwF83DPTQ&client=ca-pub-6831537970628160&nx=CLICK_X&ny=CLICK_Y&nb=2&adurl=https://www.aigdirect.com/request-a-quote%3FDNIS%3D9094%26cmpid%3DABC_IAB_Icon1_4_300x250%26gclid%3DEAIaIQobChMIoaWs38D-4wIVSGPBCh06_QaGEAEYASAAEgL-DfD_BwE
https://www.investmentnews.com/section/events
https://www.investmentnews.com/section/event?eventID=WAS
https://www.investmentnews.com/section/event?eventID=WAS
javascript:;
https://www.investmentnews.com/section/news
https://www.investmentnews.com/section/video
https://www.investmentnews.com/section/data
http://research.investmentnews.com/dashboard/
https://www.investmentnews.com/section/events
https://www.investmentnews.com/section/awards-and-recognition
https://www.investmentnews.com/section/subscription-offers
https://home.investmentnews.com/clickshare/myhome.do
https://www.investmentnews.com/


to cross-sell. That lawsuit was dismissed but it is
being appealed.

The use of participant data to market services outside
the retirement plan appears to be "an emerging issue"
in retirement litigation, said Andrew Oringer, a partner
and co-chair of the employee benefits and executive
compensation group at Dechert.

Jerome Schlichter, the plaintiff's attorney who led the
aforementioned 403(b) litigation, said participant data
has value.

"It could be sold," said Mr. Schlichter, managing partner
at the law firm Schlichter Bogard & Denton. "It's
analogous to medical records. Would anyone ever say
a doctor could take all the information collected
through the doctor-patient privilege and sell that?"

Marie Ellen Monaco, a plaintiff in a retirement plan
lawsuit led by Mr. Schlichter against New York
University, testified at trial that a TIAA representative
solicited her to take roughly $300,000 from her 403(b)
plan and invest it in an outside managed account that
charged around 0.80% annually in addition to
investment fees. The representative also tried selling
life insurance to Ms. Monaco, a 59-year-old associate
professor at the NYU School of Medicine, according to
her testimony. NYU won its case, but Mr. Schlichter is
appealing the decision.

Retirement plan advisers like Jason Kolinsky, a partner
at Kolinsky Wealth Management, believe record
keepers are engaging in cross-selling to participants
partly to make up for declining margins resulting from
fee compression.
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What do you think?
View comments

"I've seen more of
it," Mr. Kolinsky
said of cross-
selling. "They're
trying to scale.
Just like any
business, they're
trying to create as
many profit
centers as they
can."

The primary legal issue at stake, attorneys said, is
whether participant data is considered a "plan asset."
Mr. Schlichter claims that it is.

If plan data were deemed a plan asset, cross-selling
could give rise to a prohibited transaction under the
Employee Retirement Income Security Act of 1974,
said Marcia Wagner, principal at The Wagner Law
Group. However, that's not the case under current law,
she said.

"That's an interesting point of view, and Jerry is a
creative man," Ms. Wagner said in reference to Mr.
Schlichter. "Until a court rules that data and data
mining are plan assets, that's not the law of the land."
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