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In a Nutshell

Unless a Covered Service Provider (CSP) 
provides timely and very specific 
information to the Responsible Plan 
Fiduciary (RPF), the contract with the 
service provider will be deemed an ERISA 
prohibited transaction1 under the new 
regulations. If a CSP does not fulfill its 
obligation to provide these disclosures, the 
RPF will be required to terminate its 
relationship with the CSP.

1 ERISA, Section 4975



What’s Plans are Covered by this Rule

ALL employee pension benefit plan subject to 
Title I of ERISA, except:  
 Simplified Employee Pension (SEP).

 Simple Retirement Account (SIMPLE IRA).

 Individual Retirement Account (IRA).

 Frozen 403(b) contracts.

 Plans with owners and spouses of owners only.



Who’s Responsible?

Responsible Plan Fiduciary is the primary individual 
or group that has the authority to enter into 
contracts with a Covered Service Provider.



Who are Covered Service Providers?

• Fiduciary/Registered Investment Advisor.
• Platform recordkeeping or brokerage service 

provider.
• Specified indirect compensation1 recipients.

– Accounting, auditing, actuarial, appraisal, banking, 
consulting, custodial, insurance, investment advisory, legal, 
recordkeeping, securities or other investment brokerage, 
third party administration, or valuation services. 

1 Indirect Compensation is compensation received from any source other    
than the covered plan, plan sponsor, the CSP, or an affiliate. 



Covered Service Provider 
Required Notice 408b-2

• When?
– July 1, 2012.
– When anything changes or when 

contract renews.
• Who?

– Responsible Plan Fiduciary.
• What?

– Description of Services Provided.
– Disclosure of all Direct and Indirect 

Compensation Fees received to 
Provide Services.

– Detailed Information on the 
Investments (QDIA).

– Statement as to whether or not the 
CSP is a fiduciary.



In a Nutshell

The Department of Labor (DOL) 
regulations regarding participant fee 
and investment disclosures go into 
effect on August 30, 2012. 
This new regulation creates new 
fiduciary responsibility for 
employers to regularly distribute to 
all participants and account holders 
comprehensive fee and investment 
disclosures about their retirement 
plans.



Plan Sponsor 
Required Notice 404a-5

• When?
– August 30, 2012.
– Annually thereafter.
– Whenever things change. 

(expect for investment fees)

• Who?
– All Plan Accountholders and 

Eligible Participants.

• What?
– All Fees charged to 

Participant Accounts.
– Detailed investment 

information along with 
expenses.



What’ Next

• Fee Disclosure on Participant Financial Reports
– September 30th quarterly participant statements. 
– Expenses deducted directly from participant accounts
– A statement about revenue recapture.  



New Fee Section on Statements



What are the Fees and Expenses 
Associated with Your Plan?

Three basic categories of services for the typical employer-
sponsored retirement plan can help simplify your analysis:

1. Administrative services; 

2. Individual services; and 

3. Investment services



Expenses for Administrative Services

Administrative services include recordkeeping, accounting, 
legal and trustee services, website, customer service phone 
lines and participant communications.

Plan participants may pay all or a portion of these expenses 
from their accounts.  Typically the cost is shared ratably 
based upon account value or as a per-head fee. 



Expenses for Individual Services

• Fees apply to specific transactions requested by 
participants.

• Participants may pay a one-time loan initiation, 
annual loan maintenance charge, (QDRO), wire 
transfer or personal investment advice services.



Investment Services

• These fees will not be obvious to participants.

• Investment management fees typically represent the largest 
portion of a plan’s expenses and are paid by participants 
through a reduction in net return on investments in their 
accounts.

• Known as the expense ratio, these fees support expenses 
associated with investing participants’ assets.

• Expenses can vary widely depending on type of investment or 
retirement plan product (actively managed vs. indexed, fixed 
income vs. equities, annuities vs. mutual funds, etc.) and the 
size of plan assets.



• Investment Managers 
may agree to rebate a 
portion of their 
investment fee to a 
service provider or back 
to a Plan.

• These rebates help to 
offset the cost of 
services provided to the 
Plan.   

Revenue Sharing



• Recordkeeping offsets vary widely in practice, depending on 
individual plan economics and individual investment manager 
practices. 

• The agreement between the plan sponsor and service provider should 
disclose whether any funds are used to offset administrative expenses 
charged by your record keeper — and whether the record keeper is 
entitled to these credits.

• Any amounts that the plan receives from providers as revenue offsets 
can serve to lower plan costs for participants.

• Any amounts returned as recordkeeping offsets to the plan or its 
participants should be considered when determining the all-in fee.

Important Considerations For Fiduciary 
Evaluation Of Fees



Plan sponsors should focus on three key value metrics to determine 
the reasonableness of plan fees:

1. Your overall plan objectives
2. Results you expect from the provider
3. Priorities that your organization weighs most heavily

Example, your organization may value a provider that can provide 
“high touch” service for your employees. This may be closely 
followed by cost considerations or investment menu design, such as 
the ability to offer nonproprietary mutual funds .

Determining if Fees are Fair and 
Reasonable in Light of Services Rendered



Assessing Service Value

• After you determine your plan priorities, the question 
becomes: How well does your provider deliver on 
them? 

• This decision process ultimately becomes your road 
map for measuring value. Only your organization can 
decide how to rank your priorities.



The Lowest Fee is NOT required to meet 
your fiduciary responsibility

• Plan fiduciaries are required to determine whether fees 
are “reasonable” for the services provided and that the 
services support their plan goals.

• Plan sponsors should consider an “all-in” or total fee, 
which combines all administrative and investment fees 
into one figure, regardless of whether they are paid at 
the employer, plan or participant level. 



How to Balance the Fee and Value 
Question

Possible Action to take to 
document good fiduciary 
practice:
1. Seek Proposals from Other 

Providers
2. Service & Fee 

Benchmarking

Follow a deliberative fiduciary process when evaluating 
your provider. 



Benchmarking Your Plan

• Comprehensive benchmarking can help your organization to make 
informed plan decisions.  

• Benchmarking should balance fees with service quality and 
retirement outcomes.

• ERISA does not require a plan sponsor (or a non-ERISA plan sponsor 
who chooses to voluntarily comply) to select the lowest-fee provider.

• The quality and value of services provided is just as important as 
evaluating fees.

• The law emphasizes the quantity and quality of service in several 
places, clearly recognizing that not all service providers deliver equal 
value.



Service and Fee Benchmarking Tool



Summary

• While the emphasis on fees is understandable the purpose of a 
retirement plan is to provide the means for participants to save 
enough money for a secure retirement.

• The ultimate test remains the ability of your employees to retire with 
a high probability of achieving this goal.

• With that it is logical that a significant portion of a plan sponsor’s 
total fee should pay for services supporting that primary objective.

• Plan sponsors should understand that high-value services don’t 
necessarily require high fees paid by participants.


