
In a Nutshell
The Department of Labor (DOL) regulations regarding

participant fee and investment disclosures go into eff ect on 

August 30, 2012. This new regulation creates new fi duciary 

responsibility for employers to regularly distribute to all 

participants and account holders comprehensive fee and 

investment disclosures about their retirement plans. 

Overview
The purpose of these regulations is to help participants make 

better-informed decisions regarding their participation in 

your company’s retirement program. The DOL has cited a 

fi gure of $14 billion in savings to participants over 10 years as a 

result of these regulations. Most of the savings, they believe, 

will come from participants choosing lower cost investments 

and lower fees for investments within their plans because of 

the information provided. 

The enclosed information will cover the legal requirements 

of the rule, what Sentinel Benefi ts & Financial Group is 

providing to our clients, and information about how Plan 

Sponsors should prepare for these new regulations.

Who is Responsible for Complying?
The Plan Administrator, which in most cases is the Employer, 

is ultimately responsible for complying with the participant 

fee disclosure requirements. Although the Plan Administrator 

is responsible, the DOL regulations allow plan administrators 

to reasonably rely on information supplied by a service 

provider in complying with the regulations. 

What Plans are Covered?
Under the regulations, all ERISA individual-account plans that 

provide for participant-directed investments are covered 

by these regulations. Plans that provide participants with 

the ability to use a self-directed brokerage account are also 

covered. Almost all 401(k) plans will need to comply with 

these new disclosure regulations.

The following plans are not covered by these regulations:

Plans that solely provide trustee directed investments

Defi ned Benefi t Plans

Governmental Plans

Non-ERISA 403(b) plans

Who Must Receive the Fee Disclosure 
Notifi cations?
The disclosures must be provided to all participants and

account holders who are eligible to direct the investment 

of their accounts. This includes both terminated and active 

participants, as well as participants who are eligible to make 

contributions to the plan but have chosen not to. The plan 

administrator will need to be especially careful to keep track of 

all benefi ciaries of deceased participants and alternate payees.

What Must Be Disclosed and When? 
A. Initial and Annual Fee and Investment 

Disclosure Notifi cation. 

The following information must be provided initially and  

then annually.
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1. General plan information. 

List of Designated Investment Alternatives1 

(hereinafter “DIA”) and/or, as applicable, any 

designated investment managers.

Explanation of how participants may give 

investment directions.

Explanation of any limitations or restrictions on the 

ability to direct investments.

Description of the participants’ voting or tender 

rights and applicable restrictions.

Description of any brokerage window, self-directed 

brokerage account or similar plan arrangement2. 

2. Plan administrative fees. The disclosure should describe 

the general plan administrative fees and expenses and 

explain how they will be allocated on a plan-wide basis 

(i.e. ratably or per capita). Fees and expenses may include 

legal, accounting, recordkeeping or investment advisory fees. 

3. Participant level fee and expense information. 

Participant level fees and expenses that may be charged 

to an individual’s account, rather than on a plan-wide basis 

should be listed. Such fees and expenses may include: loan 

fees, QDRO fees, investment sales commissions/loads, 

redemption fees, investment management or brokerage 

fees charged directly to a participant’s account. 

4. Investment fees and expenses. Investment fees, 

expenses, returns, and benchmark information need 

to be provided in the form of a comparative chart. This 

information must be provided for each DIA. The following 

investment information must be provided:

Identifi cation of each DIA

Performance data including 1, 5, and 10 year returns 

for each investment

Benchmark returns for each DIA

Fee and expense information expressed both as a 

dollar amount per $1,000 invested and as a percentage

An internet website address for each investment 

that is suffi  ciently specifi c to provide participants 

access to specifi c additional information

A glossary of fi nancial terms

Special information for any annuity options off ered

Enhanced information for any Target Date Funds– 

DOL regulations are pending which will further 

defi ne this requirement

Additional information must be available on the website 

for each DIA including:

The name of the designated investment option’s issuer

The investment objectives or goals of the designated 

investment option

The principal strategies (including a general 

description of the types of assets held by the 

investment) and principal risks

The designated investment option’s portfolio 

turnover rate

The designated investment option’s performance, 

updated on at least a quarterly basis

The designated investment option’s fee and expense 



information as required under the new rules

The initial fee disclosure is due August 30, 2012 and must 

be provided again at least once during a 12-month period 

thereafter.

 

B. New Participant Disclosure. Prior to the time they become 

eligible to participate, new participants must receive the 

Annual Disclosure Notification. To most cost effectively 

accomplish this, Sentinel Benefits will include the disclosure 

information in the plan’s enrollment kit. If the plan provides 

for automatic enrollment, the information and disclosures 

should be provided with the automatic enrollment notice or 

as part of an employee’s new hire package.

C. Fee Change Disclosure. If any of the fee disclosure 

information changes, the new information must be provided 

to participants at least 30, but not more than 90, days before 

the date of the change unless the change is the result of 

unforeseeable circumstances. If notice is not provided before 

the change, it must be provided as soon as practicable after 

the change. The requirement to provide notice of changes 

does not apply to the investment fee and expense information, 

which must be updated annually. Any changes in a DIA offered 

to participants must be provided in advance of the change.

D. Quarterly Disclosure. On a quarterly basis, information 

regarding expenses actually charged to participant accounts 

needs to be provided. Participants must be provided with 

the dollar amount actually deducted from their account for 

general administrative services as well as individual services.

Sentinel Benefits will include the actual fees deducted 

from participant accounts as a new section in our quarterly 

participant statements. The first set of quarterly statements 

that must contain the new fee disclosure information will 

be for the period ending September 30, 2012, which will be 

delivered by mid-October.

How Must the Initial and Annual Fee and 
Investment Disclosure Notifications Be 
Delivered to Participants?
Fee disclosure may be delivered electronically if the plan 

administrator follows the strict guidelines provided by the 

Department of Labor. These rules specify that the employee 

must either use a computer with access to the information 

at work, as part of their job duties; or, affirmatively elect to 

receive the disclosures electronically. 

How Must the Quarterly Fee Disclosure 
Notifications Be Delivered to Participants? 
Quarterly disclosures can be provided with the participant 

statements using the same rules for electronic distribution as 

for participant statement distribution. In essence, participant 

statements and quarterly disclosures may be provided 

electronically as long as they are continuously available on 

a website for participant access. In addition, the participant 

must receive a notice that these statements and disclosures 

are available in paper form at no cost upon request.

How Will Revenue Sharing Be Reported to 
Participants?
Revenue recapture accounts, also known as ERISA Spending 

Accounts, are a way for plan sponsors to recapture fees and 

payments that have historically been paid to brokers or other 

service providers. These arrangements allow any investment 

company 12b-1 fees, sub-transfer agency fees, or other 

commissions to be paid directly into a plan account for the 

benefit of the participants. The employer can choose to use 

these assets to pay for ongoing and ordinary plan expenses 

or re-allocate them as gains to participants. 

If a plan has a revenue recapture account, the initial and 

annual fee and investment disclosure notification will include 

a general statement to the effect that “some expenses of the 

plan have been paid by revenue from the investment funds.” 

On the quarterly participant statements, only the net amount 



of fees after revenue sharing will be disclosed on participant 

statements. If your plan has a zero cost after revenue sharing 

or if your company pays the net amount after revenue 

sharing, your participants will have no administrative fees to 

report on their statements except for potential transaction 

fees for loans, etc. To the extent there is a balance and 

the employer chooses to pass the balance on to the plan, 

the amount apportioned to participants will appear on the 

participant’s quarterly statements as a fee. 

404(c) Modifi cations
ERISA § 404(c) allows plan fi duciaries to pass the liability for 

the results of the plan investments to the plan participants 

as long as several requirements are met and the participants 

exercise their right to direct the investments in their account.

Most of the requirements for compliance with section ERISA 

§ 404(c) have been moved into these new regulations and are 

no longer optional as before. Plan administrators that have 

not decided to designate their plans as ERISA § 404(c) plans 

may wish to revisit that decision. Since these new rules apply 

whether or not the plan is a 404(c) plan and since these rules 

eliminate the requirement for 404(c) plans to automatically 

distribute mutual fund prospectuses, plan administrators 

may fi nd it in their best interest to obtain the available 

fi duciary protections of ERISA § 404(c) by now designating 

their plans as 404(c) plans.

In general, if Sentinel Benefi ts drafted your plan document, 

our standard practice has been to make our clients’ plans 

compliant with 404(c).  

What You Can Expect From Sentinel
Sentinel Benefi ts & Financial Group is committed to providing 

our clients with the necessary disclosure information to 

comply with these new regulations. We plan to prepare a 

complete disclosure package for our clients by August 15, 

2012. The disclosure package will be posted to our clients’ 

secure web portal. It will be the responsibility of each client 

to distribute these disclosures to their plan account holders 

and eligible participants. Sentinel Benefi ts will off er a mailing 

fulfi llment service for our clients who choose to provide 

paper based disclosures3.  

For additional information about fee disclosure, please visit 

our Fee and Investment Disclosure Resource Center at 

www.sentinelgroup.com.  

What You Should Do Now
There are several things you can do in advance of the eff ective 

date for these regulations:

1. Review and become familiar with the 408b-2 fee 

disclosure information that you received from your plan’s 

service providers. 

2. Prepare current mailing address data for all plan 

account holders and eligible plan participants. It would 

be preferable for this information to be available 

electronically to assure fast and effi  cient processing.   

3. If your plan allows participants to choose individual 

brokerage accounts from multiple brokerage fi rms, you 

will need to collect the appropriate fee schedules for each 

brokerage fi rm. This information will need to be sent as 

part of your 404a-5 fee disclosure package.  

4. Plan to join Sentinel’s webinar on 404a-5 Participant 

Disclosure to be held on July 31, 2012. Registration details: 

https://www3.gotomeeting.com/register/401290934. 
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Sentinel Benefits & Financial Group is a leading employee benefit consulting 
and administration firm. Our broad range of financial services makes Sentinel 
Benefits an excellent choice for clients seeking a single resource to manage 
all of their employee benefits including group insurance brokerage, Flexible 
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retirement plan consulting & administration and investment advisory services. 
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1  Clients are advised to speak with their financial advisor concerning whether  
   a particular investment in their plan constitutes a DIA or not. The   
   Department of Labor continues to draft regulations to clarify this term. 

2  It will be the Plan Administrator’s responsibility to collect all fee information 
   associated with individual brokerage accounts offered to plan participants 
   and to distribute each fee schedule as part of the overall participant fee 
   disclosure. This new burden may cause many plan sponsors to reconsider 
   their decision to offer brokerage accounts from multiple brokerage firms.    

3 Details about our mailing fulfillment service along with associated costs to 
   provide mailings will be available on or before July 18, 2012. 
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