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Recapture Services 

• A program designed to reduce fund expenses and increase cash flow 

• Helps funds reduce transaction costs and conserve assets 

• A portion of the gross commission is returned to the fund in the form of a rebate 

• Rebates can be used to pay for authorized fund expenses 

• Commission recapture programs can be an effective way for the fund to 
manage fiduciary responsibilities 

• U.S. plans have used commission recapture since mid 1980’s 
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Commission Recapture Overview 



Recapture Services 

• Soft Dollars are commission credits used by investment managers, to pay for 
research and brokerage services provided by brokers 

• A 1975 Congressional amendment to Securities Exchange Act of 1934 created 
safe harbor of Section 28(e); as explained by the SEC, the safe harbor allows 
money managers to use client funds to purchase “brokerage and research 
services” for their managed accounts under certain circumstances without 
breaching their fiduciary duties to clients. (2006 SEC release) 

• This research can be produced by the broker’s internal research staff, or by a 
third-party 

3 

Soft Dollars 



Recapture Services 

• Trustees have fiduciary responsibility to control commissions (USDOL Technical 
Bulletin 86-1, May 1986)  

• Commissions are an asset of the fund, not of the investment manager, and 
should be conserved (AIMR Blue Ribbon Task Force for Soft Dollar Standards, 
August 1997)  

• Commission recapture can reduce costs and help meet fiduciary responsibilities 
(USDOL Report of ERISA Advisory Committee’s Working Group on Soft Dollars 
& Directed Brokerage, December 1997).  
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How Did Recapture Evolve? 



Recapture Services 

Working Group on Soft Dollars/Directed Brokerage 

“…a properly structured commission recapture program can assist investment 
managers, reduce plan costs, and help plan sponsors fulfill their fiduciary 
responsibilities.” - Herbert C. Skinner, Jr., President and Principal of Investment 
Performance Services, Official Transcript (July 16,1997) at 115-131 

“… if a plan sponsor does not direct, then their plan may be subsidizing every other 
pension plan’s research.” -  Kenneth L. Kahn, President and Chief Operating Officer of 
Alpha Management, Inc., Official Transcript (July 17, 1997) at 45-47 

 

 
 
 

Report of The DOL’s Working Group on  
Soft Dollar and Directed Brokerage 

November 13, 1997 
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ERISA Advisory Committee’s 
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Commission Recapture 

Pension 
Plan 

Trades 

Investment 
Manager Broker 

Direction Cash 

1. A pension plan sponsor 
2. Instructs a money manager 
3. To direct trades 
4. To broker 
5. Broker rebates a portion of 

commission dollars (cash) 
6. Back to the plan 



Recapture Services 

• The fund’s money managers trade at their normal commission rates  

• Provider rebates a portion of the commission back to the fund 

• Easy-to-implement letter of agreement between commission recapture program 
provider and plan client 

• Non-binding direction letter from plan to managers requesting participation 

• No separate commission recapture program fees, volume or time requirements 

• Commission recapture provider receives a portion of the gross commissions as 
its compensation 
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How a Commission Recapture Program 
Works 



Recapture Services 

• Pursuit of best execution 
- Competitive rates 
- Multiple execution choices via an extensive network of correspondent brokers  

• Global execution capabilities 

• Fast and accurate reporting 

• Timely trade reconciliations 

• Easy-to-implement program 

• Exceptional client support 
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What to Look for in a Global Recapture 
Provider 



Recapture Services 

• Multiple Asset Categories 
- Global Equities, ETF’s, Options, ADR’s 
- Syndicate - can only be used for research credits 

• Multiple Execution Options for Managers 

• Manager Participation and Compliance 

• Proactive Client Service 
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Characteristics of a Successful Program 
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Plans can leverage their existing recapture program to realize additional 
savings 
 
• Trades resulting from portfolio adjustments decided by the Plan, not the 

manager  

• These trades are only for the Plan’s account and are not combined into a block 
trade with orders from multiple plan sponsors  

• These adjustments include: 
- Portfolio rebalances 
- Trim trades 
- Fundings/liquidations 
- Cash inflows/outflows 

• The Plan is able to realize 100% of the commission benefit from these portfolio 
adjustments 

Additional Ways for Plans to Save During 
Portfolio Adjustments 
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Fresno County Employees’ Retirement System 
January 01, 2015 – December 31, 2015 



 
Global Headquarters 

Convergex  
1633 Broadway 

New York, NY 10019 
 

www.convergex.com 

New York     |      Boston      |     San Francisco    |     Chicago     |     Atlanta    |      Orlando     |    London      

IMPORTANT INFORMATION 
 
Convergex is an agency-focused global brokerage and trading related services provider.  In the U.S., Convergex offers products and services through Convergex Execution 
Solutions LLC (member NYSE/FINRA/NFA/SIPC), of which Convergex Prime Services is a division; Westminster Research Associates LLC (member FINRA/SIPC); and 
Convergex Solutions LLC, of which Connex, Jaywalk and LDB are divisions.  In London, Convergex operates through Convergex Limited, which is incorporated in England and 
Wales (registered with company number 06262150).  Convergex Limited is authorized and regulated by the Financial Conduct Authority (FCA) of the United Kingdom. 
Westminster Research Associates LLC provides services in Australia pursuant to an exemption from the requirement to hold an Australian financial services license under the 
Corporations Act 2001 (ASIC Class Order [CO 03/1100]). Westminster is regulated in the United States by the U.S. Securities and Exchange Commission, which laws differ 
from those of Australia. 
 
Convergex provides brokerage services primarily on an agency basis, but may operate in a riskless principal and/or net trading capacity, and in connection with certain ETF or 
ADR transactions, may act as principal or engage in hedging strategies.  Convergex does not engage in market making or investment banking activities, other than as a selling 
group member. 
 
The material, data and information (collectively “Convergex Information”) that is available from Convergex is intended for institutional investor use only; is for informational 
purposes only; is subject to change at any time; is not intended to provide tax, legal or investment advice; and does not constitute a solicitation or offer to purchase or sell 
securities.  Convergex Information is believed to be reliable, but Convergex does not warrant its completeness or accuracy and Convergex assumes no duty to update such 
information.  Clients should read their account agreement(s) and documentation with Convergex carefully as those documents contain important information and disclosures 
about the products or services covered thereby.  Convergex is not responsible for third-party information or services, including market data from the exchanges. (Rev. 12/2015) 

 
 
© 2015 Convergex Group, LLC.  All rights reserved. 11/10/2014 


	Plan Sponsor Services
	Commission Recapture Overview
	Soft Dollars
	How Did Recapture Evolve?
	ERISA Advisory Committee’s
	Commission Recapture
	How a Commission Recapture Program Works
	What to Look for in a Global Recapture Provider
	Characteristics of a Successful Program
	Additional Ways for Plans to Save During Portfolio Adjustments
	Fresno County Employees’ Retirement System�January 01, 2015 – December 31, 2015
	Slide Number 12

