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Fit matters more than brand or 
cost alone; the right provider is 

the one that works for you in 
practice, and this can only be 
identified through a robust 

selection process. 

In institutional investment structures, 
service providers sit close to the centre of 
the operating model. Fund administrators, 
custodians and other specialist third parties 
often support core processes such as asset 
safekeeping, NAV production, fund 
accounting, reporting, cash monitoring, 
transfer agency, technology infrastructure, 
regulatory support and elements of the 
broader control framework, as well as 
frequently being responsible for cash leaving 
a fund’s bank account. As a result, these 
appointments can have a meaningful 
bearing on the integrity and resilience of the 
overall structure, and a direct impact on 
investors. 
 
When service provider selection is handled 
well, it can strengthen governance, improve 
transparency and create a more scalable 
operational foundation. When it is handled 
poorly, control weaknesses, reporting 
inefficiencies and governance challenges 
can become embedded early and prove 
difficult to unwind later. 
 
In practice, however, service provider 
selection is still too often approached 
narrowly or informally. Firms may default to 
an incumbent relationship, prioritise 
commercial terms too heavily, or assume 
that a recognised brand/big-name provider is 
sufficient comfort in itself. In our experience, 
that is rarely enough. A robust selection 
process should always be followed, and 
firms should assess whether a provider is
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operationally credible, suitably controlled, aligned 
with the fund or vehicle structure and strategy, and 
capable of supporting institutional requirements 
over time, all while supporting bespoke 
requirements and slotting into firms’ operating 
models. 
 
Why Service Provider Selection Deserves Greater 
Attention 
Service provider selection is often 
underappreciated as a source of operational risk 
and out of the 1000s of ODD exercises ORC has 
conducted, the lack of robust selection processes is 
one of the most common red flags reported to our 
clients. Yet many of the most important processes 
within an investment structure are either 
performed by, or materially dependent on, third 
parties. This means that a provider appointment is 
rarely just an administrative decision, rather a 
decision about where key controls will sit, how 
information will flow and how effectively 
operational risks will be managed in practice. 
 
That matters because weaknesses at provider level 
can translate quickly into weaknesses at fund or
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Service provider selection is a risk 
decision first and a procurement 

exercise second. The right 
provider should strengthen the 
operating model, not force the 

manager to work around it. 

manager level. Delays in reporting, errors in 
records, poor exception handling, 
insufficient oversight, weak escalation 
processes or stretched service teams can all 
create friction within the operating model. In 
some cases, internal teams end up 
compensating through manual 
workarounds, increased challenge or 
duplicated oversight, which reduces 
efficiency and can obscure underlying 
control weaknesses rather than address 
them. 
 
Selection Is About Fit, Not Just Reputation 
 
One of the clearest lessons in this area is that 
provider selection should be driven by fit 
rather than reputation alone. A large, well-
known provider may still be poorly suited to 
a particular strategy, fund structure, 
jurisdiction or the business itself. Equally, a 
smaller or more specialised provider may 
offer a stronger solution if its service model, 
controls and experience are better aligned 
with the requirements of the mandate. 
 
A disciplined selection process should 
therefore start with a clear articulation of 
what the provider actually needs to support 
and what the non-negotiables are in areas 
such as client service and automation. ORC’s 
selection methodology places greater 
emphasis on how closely a provider’s service 
offering aligns with the client’s specific 
requirements than many more traditional 
models. Without that clarity, it becomes 
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difficult to test whether a provider is genuinely 
appropriate. 
 
The question is not whether a provider appears 
credible in broad terms. The question is whether 
the provider is credible for this specific operating 
model, under particular conditions, and with 
potential for change over time. 
 
What We Commonly See in the Market 
 
Across the market, and drawing on our experience 
conducting due diligence on thousands of financial 
institutions, including both large and small fund 
administrators and custodians, we see a number of 
recurring patterns in service provider selection. 
 
First, firms often place too much reliance on brand 
recognition. A recognised provider name may 
create comfort internally, but it does not 
necessarily mean the day-to-day servicing model is 
strong, appropriately resourced or aligned with the 
needs of the structure. The gap between 
institutional reputation and actual service delivery 
can be more significant than decision-makers 
initially expect. 
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Second, cost can dominate the process too 
early. Commercial discipline is clearly 
important, but fee pressure can sometimes 
lead firms towards a provider model that 
looks efficient at appointment but becomes 
expensive in practice once control 
weaknesses, implementation problems or 
servicing limitations begin to emerge. Fee 
proposals can also be opaque and often 
require detailed analysis by someone who 
understands how provider charging models 
work across the market in order to make an 
accurate comparison. 
 
Third, firms do not always define their own 
requirements clearly enough at the outset. 
Where there is insufficient clarity around 
operating model design, growth 
expectations, reporting demands or 
jurisdictional complexity, provider responses 
can be difficult to compare meaningfully. 
This can result in decisions being driven by 
presentation quality rather than operational 
substance. An independent party can be 
particularly valuable here, as firms living with 
their processes day to day may not always 
find it easy to articulate the full end-to-end 
model without being prompted and 
challenged along the way. 
 
Finally, onboarding risk is often 
underweighted. A provider may have a 
credible long-term platform but still 
introduce substantial execution risk during 
transition and implementation.  
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That distinction matters, particularly where launch 
timelines are tight, internal teams are lean, or in 
larger mandates where a book of business is being 
transferred from one provider to another. 
 
Taken together, these issues suggest that service 
provider selection should be viewed less as a 
procurement exercise and more as a risk decision 
taken at a key moment in the life of a fund or 
manager. 
 
 
The Role of a Structured RFP Process 
 
A well-designed Request for Proposal (“RFP”) 
process brings discipline to service provider 
selection. It helps decision-makers assess providers 
against defined requirements, compare options on 
a consistent basis and document the rationale for 
appointment. Its value is not simply in collecting 
information, but in structuring and challenging it in 
a way that tests whether a provider is genuinely 
suited to the strategy, operating model and 
expected lifecycle of the structure. 
 
That means going beyond broad capability 
statements and examining how the service will 
work in practice. Firms should understand who will 
service the account, what comparable structures 
the provider supports, where processes remain 
manual, how exceptions are escalated, how 
outsourced functions are overseen and what 
implementation would involve. A structured RFP 
process also strengthens governance by creating a 
clear record of the criteria applied, the alternatives 
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considered and the key risks identified, 
which is particularly important in 
institutional and regulated environments. 
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Due Diligence on the Providers Themselves 
 
A provider’s written proposal or RFP response 
should be the starting point, not the full diligence 
process. A structured RFP and scoring 
methodology can help firms identify which 
providers have gone some way towards meeting 
the core requirements, allowing time and resource 
to be focused more effectively on detailed due 
diligence of the strongest candidates. 
 
Firms should then test how those shortlisted 
providers operate in practice through in-depth 
meetings with key stakeholders, reference checks, 
sample reporting, systems demonstrations, 
onboarding walkthroughs and targeted reviews of 
controls, governance and resilience. 
 
This matters because providers often sit behind key 
areas of operational dependence, and it will rarely 
be clear from written responses alone where 
weaknesses in controls, service delivery or 
technology may exist, or how these might translate 
into risk. An independent consultant can add value 
here by ensuring meetings remain focused and 
properly diligenced, rather than simply becoming 
provider presentations, while also testing whether 
the client’s specific requirements are truly being 
met. The focus should not be on whether a provider 
is flawless, but whether any weaknesses are 
understood, manageable and proportionate. 

 
 

 

What Selection Criteria Should Really Cover 
Selection criteria should extend well beyond 
headline service scope and commercial 
terms. Instead, firms should evaluate service 
providers across five broad dimensions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The strongest selection processes tend to 
use weighted criteria across these areas. 
That creates a more balanced decision-
making framework and reduces the risk of 
one factor, particularly cost or reputation, 
driving the outcome disproportionately. 
 

Operational robustness: Reviewing governance, 
controls, staffing, segregation of duties, systems, cyber 
resilience, business continuity and outsourced support. 

Relevant experience: Testing experience in the asset 
class, strategy, structure and client type. Broad capability 
is not enough. 

Service model alignment: Understanding who will 
deliver the service, how senior the team is, how capacity 
is managed and how issues are escalated. 

Implementation readiness: Assessing onboarding, 
transition planning, data migration, timelines and 
accountability. 

Commercial sustainability: Considering fees in the 
context of value, control and long-term support. Low 
cost does not always mean good value. 
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Why This Matters for Both Allocators and 
Managers 
 
The quality of a service provider 
appointment can shape operational 
outcomes for years.  
 
For allocators, robust service provider 
selection matters because weak third-party 
infrastructure can undermine otherwise 
attractive investment opportunities. In the 
context of ODD, the provider framework 
around a manager can be a useful indicator 
of operational maturity, governance quality 
and readiness for institutional capital. It can 
also help identify where additional 
challenge, conditions precedent or post-
investment monitoring may be appropriate. 
 
For managers, these appointments matter 
because they influence far more than day-to-
day operations. They affect investor 
confidence, reporting credibility, audit 
readiness, fundraising readiness and the 
ability to scale in a controlled way. A sound 
provider framework can therefore 
strengthen both operational resilience and 
external perception. 
 
For both groups, the broader point is the 
same. Service providers are not peripheral 
vendors sitting outside the operating model. 
In many cases, they are part of the control 
environment itself. Their quality, fit and 
governance have a direct bearing on how 
well risk is managed. 
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How ORC Can Support 
 
ORC has deep experience supporting both asset 
allocators and asset managers in designing and 
running large-scale service provider selection 
exercises. We maintain senior relationships across 
many of the world’s leading fund administrators, 
custodians and other key providers, giving us a 
strong understanding of how their offerings differ 
in practice and where they can add most value for 
our clients. 
Where internal teams are lean, this can add capacity 
and discipline to what is often a time-intensive 
process. Where teams are more established, 
support can be provided in a co-sourced way, 
supplementing internal expertise while preserving 
the client’s ownership of decision-making and 
governance. 
 
ORC can also help connect provider selection to the 
wider oversight framework. That includes broader 
ODD considerations, operating model design, 
custody-related assessments, implementation risk 
and the monitoring arrangements that follow 
appointment. In practice, these issues rarely sit in 
isolation, and decisions tend to be more effective 
when viewed as part of a broader operational 
governance framework. 
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