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TPA or 3(16)? 
A Task-by-Task Comparison 

What a third-party administrator does, what a 3(16) plan administrator may 
accept, and a place to record who handles each task at your plan and where the 
agreement says so 
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The Difference in One Line 01 

 

The Department of Labor says fiduciary status is based on the functions performed for the plan, not just on a person’s title. That is the 

whole distinction. 

A TPA and a 3(16) often touch the same task. The difference is which part of it they do. The DOL treats preparing, 

calculating, and processing as ministerial work, which does not make someone a fiduciary. Deciding and approving is the 

fiduciary act. 

 

How to use this worksheet 
Read the first three columns to see where the line falls on each task. Then fill in the last two from your own service agreements, not 

from memory or from how the relationship feels. A blank in the final column is the finding. 

Task by Task 02 

 

Task What a TPA does What a 3(16) may accept Who does this at our 

plan 
Where the agreement 

says so 

Eligibility Applies the plan’s rules to your 

census 
Decides eligibility where the 

rules leave room for judgment 
  

Form 5500 Prepares the filing Signs and files it, where named 

as plan administrator 
  

Participant notices Prepares the notices Approves them and answers 

for delivery on time 
  

Distributions and 

hardships 
Processes the request Decides whether it meets the 

plan’s terms 
  

Loans Calculates and documents the 

loan 
Approves it under the plan’s 

loan policy 
  

QDROs Prepares the paperwork Decides whether the order 

qualifies 
  

Benefit claims Processes the claim Decides the claim and hears 

the appeal 
  

Plan document Follows the terms as written Interprets what a term means 

when a case is unclear 
  

Correcting a failed 

test 
Runs the test and calculates 

the correction 
Varies by agreement. Ask about 

this one by name 
  

Read across any row and the pattern is the same. The TPA does the work. Someone still has to make the call, and that someone is the plan 

administrator. 
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Four Questions for the Provider 03 

 

Ask these in writing. The answers tell you how much of the role the provider has actually taken on. 

Question Answer received, and where it is documented 

Will the provider be named as plan administrator in our plan document?  

Will it sign the Form 5500 in that capacity?  

What happens if payroll, census, or compensation data arrives late or wrong?  

Who pays IRS or DOL penalties, correction contributions, and professional 

fees if an error occurs? 
 

What liability caps, exclusions, or indemnification terms apply?  

A provider that does not run your payroll will reasonably condition its obligations on getting good data on time. That is fair. It is also the 

difference between a service and a shield. 

What You Keep, Whatever You Hire 04 

 

These four stay with you no matter what a provider accepts in its agreement. Check the ones that are true at your plan today. Anything 

unchecked has a next step beside it. 

Check if true today If it is not, this is the next step 

☐   Our plan document sets out a procedure for designating fiduciary 

responsibilities to someone else 

Ask your TPA or ERISA counsel what amending the document 
involves. Until the document says so, an agreement does not move 
the liability 

☐   We have a record of how this provider was selected Write down what you compared, who decided, and when. A file with 
nothing in it looks the same as no process 

☐   We review the provider's performance on a set schedule Put it on the committee agenda and pick an interval. A defensible 
interval you follow beats none at all 

☐   Someone owns getting complete payroll and census data to the provider 

on time 

Name the person. A provider can only work from what you send it 

 

Not sure what your plan document permits? We will read the administration provision with you and tell you what it allows, 

what it leaves to your judgment, and what belongs in the record. First Hill Trust Company, 601 Union St, Suite 1450, Seattle, 

WA 98101, (206) 625-1800. 
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About First Hill Trust  

 
First Hill Trust is a retirement plan solution provider that delivers a comprehensive employee benefits back office for plan 

sponsors who want clearer accountability, stronger governance, and fewer operational handoffs. Our work is grounded in 

fiduciary oversight. We focus on helping sponsors understand where responsibility sits, how decisions are executed, and how 

oversight functions in practice, not just on paper. 

 

We work behind the scenes to support plans that value clarity, consistency, and confidence in how they are managed. If you’d 

like more information or a high-level review of how your retirement plan is structured today, click the link to schedule a brief 

review, or contact us (206) 625-1800.  

 

 
 
 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Schedule a Brief Review 

http://www.firsthilltrust.com/contact
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Important Disclosures  
Educational purpose only. Provided by First Hill Trust Company for general informational and educational purposes only. It is not legal, tax, 

accounting, investment, or fiduciary advice, does not constitute a recommendation regarding any plan, investment, strategy, or course of action, and 

does not consider any recipient’s specific circumstances. Consult your own qualified advisors before acting. 

No offer, agreement, or commitment. Nothing in this material constitutes an offer, solicitation, agreement, or commitment to provide any particular 

service or to assume any particular responsibility. Descriptions of what a trustee, administrator, adviser, committee, employer, or other party “may” or 

“can” do are illustrative of how such arrangements commonly work and do not describe the terms of any specific engagement. The actual services 

provided, the allocation of responsibilities, the scope of any delegation, and the duties of any party are governed solely by the applicable plan 

documents, trust agreement, advisory agreement, and written service agreements. In the event of any inconsistency, those documents control. 

Services and regulatory status. First Hill Trust Company and its affiliates offer retirement plan services, recordkeeping and administrative services, 

trust and fiduciary services, investment advisory services, and group benefits services, in each case subject to applicable regulatory requirements and 

the terms of the relevant agreements. Not all services are offered to all clients, in all states, or in all circumstances. Investment advisory services are 

offered through an affiliated investment adviser; a copy of its Form ADV Part 2A is available upon request. Insurance and group benefits products are 

offered through appropriately licensed entities. The availability and scope of any service depend on eligibility and the applicable agreements. 

Fiduciary status under ERISA. Fiduciary status under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), is determined 

based on the functions performed and the authority exercised, not on titles or labels. Whether any particular party is acting as a fiduciary, and the scope 

of any related duties or potential liability, depends on the facts and circumstances specific to the plan and the relationship. Engaging a trustee, adviser, 

or other service provider does not eliminate a plan sponsor’s or committee’s own fiduciary responsibilities, including the duties to prudently select and 

monitor any party to whom responsibilities are delegated. 

Affiliated entities and conflicts of interest. First Hill Trust Company is affiliated with other entities, including an affiliated investment adviser and 

entities providing administrative, trust, or other services. These relationships may create conflicts of interest, including where an affiliate is engaged or 

compensated in connection with a plan. Such conflicts and compensation are described in the applicable service agreements and the affiliated adviser’s 

Form ADV Part 2A; fiduciaries should consider them when evaluating any engagement. 

Statutory and regulatory references. References to ERISA, the Internal Revenue Code, and related statutory or regulatory provisions are general 

summaries only. They are not a substitute for review of the actual statutory text, regulations, or guidance from the Department of Labor, Internal 

Revenue Service, or other relevant authorities, and they do not address how those provisions may apply to any particular plan, sponsor, fiduciary, or 

individual. Laws, regulations, and guidance are subject to change and to interpretation by the relevant agencies and courts. Examples, categories, and 

situations described are simplified for illustration and may not reflect the requirements or circumstances of any particular plan or person. 

No guarantee of results; investment risk. References to governance, fiduciary practices, risk reduction, or outcomes describe common industry 

approaches and potential benefits, not promises or guarantees of any result, of compliance, or of protection from liability, loss, or claims. All investing 

involves risk, including possible loss of principal; diversification does not ensure a profit or protect against loss. Past performance does not guarantee 

future results. 

For more information, contact First Hill Trust Company at (206) 625-1800 or visit firsthilltrust.com. 

 

 


