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Helping you manage your fiduciary responsibility
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Manager research is a part of Wilshire’s DNA

Why WilshireAs a plan fiduciary, you’re required to navigate the landscape of avail-
able investment managers and to monitor plan investments on an on-
going basis to meet the needs of your plan.

In response to these needs, Wilshire Associates Incorporated 
(“Wilshire®”) offers ERISA 3(21) and 3(38) fiduciary services.

Investment manager research is a part of Wilshire’s DNA with a meth-
odology and due diligence process that’s been developed over the 
last four decades from serving the institutional and pension market-
place. We can offer your plan the opportunity to gain access to the 
same manager research resources that help select investment options 
for some of  he largest pension plans in the world.

Now your plan can benefit from ERISA 3(21) and 3(38) fiduciary ser-
vices, a Wilshire program that delivers the following:

•	 Thorough investment manager due diligence
•	 Investment option recommendations
•	 Investment policy template
•	 Regular monitoring and reporting

ERISA 3(21)
Investment Advisor

Wilshire screens, monitors 
and recommends investment
options for a plan’s lineup, 
but it’s up to you to either 
select investment options 
from a Select List or approve 
Wilshire’s recommended
Fund Menu.

ERISA 3(38)
Investment Manager

Wilshire screens, selects
and monitors a plan’s
investment options and
adjusts as appropriate.

•	 Over 40 years of experience providing 
analytics and customized investment 
solutions for retirement plan sponsors, 
investment managers and advisors 
worldwide.

•	 Over $7 trillion* in assets under 	
advisement.

•	 More than $30 billion in ERISA 3(21) & 
3(38) fiduciary services serving over 
5,000 plans.**

•	 More than 1,500 investment managers 
meetings annually. 

•	 More than 65 investment professionals 
contributing to investment manage-
ment research.**

Which service is right 
for your plan?

Wilshire’s process Summary and FeesQuarterly reporting

* �   � Client assets are as presented by Pen-
sions and Investments (detailed in 
“P&I’s Top 1,000 Largest Retirement 
Plans” and “P&I’s Largest Money Man-
ager Directory 2013” as of 9/30/2012 
and 12/31/12, and published 2/4/13 
and 5/27/13, respectively).

** As of 4/30/2014.
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No services 3(21) fiduciary service 3(38) fiduciary service

Service type “Do it myself” “Help me do it” “Do it for me”

Primary
responsibilities

You accept all responsibility for 
selecting and monitoring your 
plan’s investment options.

Wilshire provides the 
recommendations for the 
investment options in the lineups, 
and you retain discretion over 
which investment options are 
offered to the plan.

You delegate responsibility 
to Wilshire for selecting and 
monitoring plan investment 
options.

Program 
components

You select plan investment 
options offered by the 
service provider. Typically all 
available investment options 
are offered regardless of 
their appropriateness as 
investments for retirement 
plans.

You choose Wilshire and then one 
of the following services:

Select List — you select 
investment options from a list 
that Wilshire has concluded are 
appropriate for retirement plans, 
or
Fund Menu — you select a 
Wilshire-recommended Fund 
Menu that consists of one 
investment option from the Select 
List for each asset class.*

You delegate responsibility to 
Wilshire — Wilshire selects, 
monitors and manages plan 
investment options through a 
Fund Menu, which consists of one  
investment option from the Select 
List for each asset class.*

Asset class selection You Wilshire Wilshire

Investment option 
selection 

You You choose investment options 
from the Select List or select a 
Fund Menu.*

Wilshire creates a Fund Menu from 
the Select List.*

Periodic investment 
option monitoring

You You, with Wilshire’s support.† You periodically review Wilshire’s 
services.

Implementing changes 
to the lineup

You You choose whether to 
implement changes to your 
plan’s lineup based on Wilshire’s 
changes to the Select List or 
recommendations for the 
Fund Menu, and you may 
direct the recordkeeper to 
automatically execute Wilshire’s 
recommendations for changes to 
the Fund Menu.

Wilshire directs the recordkeeper 
to implement any changes.

Fiduciary responsibility for 
investment selection and 
monitoring

You Wilshire is co-fiduciary.* Wilshire

Which service is right for your plan?

Before deciding which service is right for your plan, consider the following:
•	 Participant investment sophistication
•	 Plan trustee investment experience
•	 Current investment resources
•	 Plan size and participant balances

*  �Wilshire creates a Fund Menu subject to any restrictions imposed by the recordkeeper (i.e., a minimum number of the funds on the Fund Menu be  
recordkeeper-sponsored funds).

†   �Select List: Wilshire monitors the investment options on the Select List, and you monitor Wilshire’s changes and determine whether to execute any changes to 
your plan’s lineup; Fund Menu: Wilshire monitors the investment options in the Fund Menu and alerts you to any changes in recommendations.
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Wilshire’s process

Through a disciplined and well-defined review process, Wilshire identifies investment options from 
a variety of asset classes and styles to create a diversified menu of investment options. Wilshire  
determines the asset classes that will be eligible to be included in the Select List and Fund Menu 
based on the investments offered.

Through a disciplined and well-defined review process, Wilshire identifies investment options from 
a variety of asset classes and styles to create a diversified menu of investment options. Wilshire  
determines the asset classes that will be eligible to be included in the Select List and Fund Menu 
based on the investments offered.

Through a secondary screening process, based on quantitative and qualitative factors, Wilshire  
evaluates investment options on six components and assigns a Component Rating based on  
relative ranking within respective asset classes. These rankings are compared with the rankings of 
other investment options in that class. Using proprietary weighting of the six Component Ratings, 
a single Wilshire Investment Rating of below average, average or above average is assigned to each 
investment option.

Ineligible Status 
Wilshire considers sector, specialty and other 
similar strategies ineligible. The objectives of 
these types of investment options are too nar-
rowly defined to permit adequate diversifica-
tion for a plan.

Pending Status
Wilshire slots investments options with less 
than $75 million in assets under manage-
ment (AUM), a track record of less  than  one  
year  or  insufficient data (e.g., missing returns 
or expense data) for pending review until 
these requirements are met. An exception 
to the Pending Status is made in the case of 
target date funds (TDFs), which are treated  
collectively as a series.

Six Component Ratings for evaluating investment options

Performance
30%

Total return
1-, 3-, 

and 5-year

Sharpe ratio
1-, 3-, 

and 5-year

Standard 
deviation
1-, 3-, and 
5-year

Tracking 
error

1-, 3-, and 5-year

R-squared
1-, 3-, 

and 5-year

Wilshire 
organizational 

score

Manager
tenure

(average)

Manager
tenure
(longest)

Prospectus 
net expense

ratio

Years 
since 

inception

Risk
20%

Style
10%

Organization
20%

Cost
15%

Track record 
5%

Step
1 Platform

Review

Step
3 Manager 

Research
Review

Step
2 Investment

Screening
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Manager research review determines investment option status 
Each reviewed investment option is assigned a status that will determine whether it receives  
fiduciary coverage on the Select List or is eligible to be included on the Fund Menu. In addition to 
Ineligible Status and Pending Status, an investment option can receive one of the following statuses:

Covered Status
Investment options passing the Ineligible/Pending screen with no Exclude Status are considered  
appropriate for retirement plans and, therefore, eligible for fiduciary coverage. Covered-Watch  
Status investment options are also eligible for fiduciary coverage on the Select List, and they may be 
included in a Fund Menu.

Fund Menus
Wilshire applies a qualitative process to a Select List to create a Fund Menu. Wilshire has significant 
experience conducting manager research on investment strategies, and at this stage our team of 
analysts performs a qualitative assessment of investment options considered for the Fund Menu. 
Qualitative factors considered for an investment option’s inclusion on the Fund Menu include firm 
reputation, buy-and-sell discipline, and the quality and experience of the investment management 
staff.

Additionally, Wilshire considers any Fund Menu requirements imposed by the recordkeeper. The 
resulting Fund Menu represents Wilshire’s recommended investment options that are suitable for 
retirement plan investors and provide style consistency in representing each intended asset class. 
The Fund Menu, once recommended by Wilshire Manager Research, is subject to the approval of the 
Wilshire Funds Management Investment Committee.

Exclude Status 

An investment option will not be con-
sidered for either the Select List or Fund 
Menu if both of the following conditions 
apply:

Wilshire Investment Rating is 
below average

Covered-Watch Status 

An investment option that retains fidu-
ciary coverage but is  flagged  to  monitor  
for  factors  that  may  lead  to exclusion in 
the future:

Wilshire Investment Rating is aver-
age or lower

All investments are subject to the quantitative screening process on a quarterly basis. Those  
investment managers receiving low scores in multiple quantitative factors will undergo a more  
detailed and comprehensive review. In general, investments that have underperformed but have had 
no material changes to their investment process, risk management, organization or staffing tend to 
be retained. Investments that have underperformed and have had material adverse changes in these 
areas may be recommended for termination. 

Step
4 Quarterly

Review

=
Wilshire 

Investment 
Rating

below average

Exclude
Status =

Wilshire 
Investment 

Rating
average 
or  lower

Covered-
Watch
Status



5

Quarterly reporting
Each quarter, Wilshire will provide updated reports to help you monitor your plan’s investment options. 
The 3(21) fiduciary service includes a Select List report. A separate report is available to plans electing 
the Fund Menus of either the 3(21) or the 3(38) service.

Wilshire Select List report — 3(21) fiduciary service
Includes the current investment rating and data used to determine Component Ratings for each invest-
ment on the Select List.

Wilshire Fund Menu report — 3(21) or 3(38) fiduciary service
Provides quarterly updates and commentary from Wilshire Manager Research on investment options  
selected for the Fund Menu.

Russell 1000 Index 14.41 12.93 6.15 8.97

Russell 1000 Index 14.41 12.93 6.15 8.97

American Funds AMCAP R-2

Investment Overview

1Q 2013 Summary

Top Ten Holdings
Name % Name %

American Funds AMCAP R-2

Investment Overview

1Q 2013 Summary

Top Ten Holdings
Name % Name %
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Summary and fees

Program benefits
To help you select and monitor your retirement plan’s investment lineup, Wilshire delivers a third-party 3(21) and 3(38) fiduciary 
program with services that include investment selection, monitoring, reporting, mapping and automatic execution. The program 
offers the following advantages:

1.	 Independent investment advice

•	 Wilshire, as a third-party investment advisor, provides independent investment advice.

•	 Agreement and payment for this service is between you and Wilshire; the recordkeeper deducts fees for the service 
and pays directly to Wilshire.

2.	 Flexible program features

•	 You can select the service that best suits your plan’s needs.

•	 For easier plan conversions, Wilshire offers a mapping service.

•	 Automatic execution is available with Fund Menus within the 3(21) fiduciary service. Unless you opt out, the  
recordkeeper will automatically execute recommended changes to the investment option lineup of a Fund Menu 
to ensure it continues to stay in line with Wilshire’s recommendations.

3.	 Straightforward program cost

•	 The cost for the program is a fee based on plan assets with no hidden charges, so sponsors know exactly what 
they’re paying for the service.

Annual program cost

3(21) service 3(38) service

0.02% of plan assets 0.05% of plan assets

ERISA 3(21) Investment Advisor

“Help me do it”
Wilshire recommends, but you select the 
investment options for your plan.

ERISA 3(38) Investment Manager

“Do it for me”
Wilshire selects the plan’s investment options 
for the Fund Menu.

Mapping fee: $100 for 3(21) Fund Menu; included with 3(38) Fund Menus.
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Wilshire’s ERISA 3(21) and 3(38) fiduciary services program is provided pursuant to the agreement between Wilshire and the plan 
sponsor and is subject to the terms and conditions contained therein, including any limitations thereto. The recordkeeper requires 
that a minimum percentage of funds on the Fund Menu be recordkeeper-sponsored funds. Wilshire creates the Fund Menu subject 
to this restriction.

Fiduciary coverage means only that the fund is considered an appropriate investment option for a retirement plan. It does not  
guarantee a profit or protect against a loss. 

Wilshire may have relationships with investment managers that are included in the investment options available to a plan. Please 
refer to our Form ADV, Part II for more information about how potential conflicts of interest are addressed. 

This document is intended for informational purposes only and should not be considered as legal, accounting, tax, investment, 
or other professional advice. Past performance is no guarantee of future results. This document represents the current opinion of 
the firm based on sources deemed, and the information and statistical data contained herein are based on sources believed to be  
reliable; Wilshire Funds Management does not represent that it is accurate and should not be relied on as such or be the basis for an 
investment decision. Information and opinions are as of the date indicated, and are subject to change without notice. Wilshire Funds 
Management uses mathematical and statistical investment processes to allocate assets, select managers and construct portfolios 
and funds in ways that seek to outperform their specific benchmarks. Past performance does not guarantee future returns, and 
processes used may not achieve the desired results. Asset allocation/diversification does not guarantee a profit or protect against 
a loss. Investing in securities involves risk of loss and should only be done in accordance with an individual’s risk tolerance, time 
horizon and tax circumstances. Wilshire does not guarantee the future performance or profitability of the Plan or of any investment 
alternative that we may recommend for the Plan’s investment lineup. 

This report may include estimates, projections and other “forward-looking statements.”  Due to numerous factors, actual events may 
differ substantially from those presented. Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, 
California. All other trade names, trademarks and/or service marks are the property of their respective holders. 

© 2015 Wilshire Associates Incorporated. All rights reserved. Information in this document is subject to change without notice. 
No part of this publication may be stored in a retrieval system, transmitted or reproduced in any way, including but not limited to, 
photocopy, photograph, magnetic or other record, without the prior written permission of Wilshire Associates Incorporated, Santa 
Monica, CA U.S.A.
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