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Retirement benefits have changed dramatically over the past thirty years.
There has been a gradual shift away from employer-provided defined
benefit retirement plans. Many employees now rely more on their
employers’ defined contribution plans to help build financial security for
their lives as retirees. As a result, greater responsibility and risk is being
placed on plan participants to ensure their retirement security. 

Recognizing these trends, the U.S. Department of Labor (DOL or the
Department) published a new regulation on October 20, 2010, charging
ERISA plan administrators with new responsibilities regarding
participant-level fee disclosures. The goal of the new regulation is to
ensure that all participants and beneficiaries in ERISA participant-directed
individual account plans have the information needed to make informed
decisions about their retirement plan investment choices.

Portions of the regulation contain disclosures similar to those which
some plan administrators provide to participants today (particularly in the
area of investment performance illustrations for a plan’s investment
options). One significant difference between what may already be
furnished versus the new regulation is that the new regulation requires
delivery of investment-related performance and fee information in a
comparative format on a prescribed, more frequent basis. Many plan
administrators may not be providing investment option performance
information in the DOL prescribed format and/or within the time frames
dictated by the Department. 

While an ERISA plan administrator is the party responsible for complying
with this regulation, plan recordkeepers and providers associated with
the plan’s investment options should be able to provide assistance so the
required information is available for the plan administrator to deliver. The
purpose of this paper is to help plan administrators understand and
prepare for their new responsibilities associated with the participant-level
fee disclosure regulation. Although the regulation applies to covered
plans for plan years beginning on or after November 1, 2011 (e.g.,
January 1, 2012 for calendar year plans), the DOL issued a revised
transition rule, which has delayed the initial compliance date for calendar
year plans to May 31, 2012. 
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Background
In recent years, the DOL has issued fee disclosure rules and regulations in
three separate phases covering both plan sponsor and participant level
disclosures. These regulations have increased the types and detail of required
disclosures. 

Phase One: In 2009, the DOL amended the ERISA 5500 (annual
return/report) Schedule C rules by requiring plan sponsors to report
additional details on compensation received by pension and welfare plan
service providers. 

Phase Two: On July 16, 2010, the DOL issued the fiduciary-level fee
disclosure interim final rule (also referred to as the “408(b)(2) interim final
rule”) defining what information plan service providers must furnish to plan
fiduciaries regarding their fees and services. This rule supplements the
changes in Phase One to achieve greater fee transparency and ensure plan
fiduciaries have the information they need to monitor their service providers. 

Phase Three: On October 20, 2010, the DOL expanded the scope of its
efforts for greater fee transparency to include participants. These new
participant-level fee disclosure rules are intended to:

1) give participants an overview of a plan’s investment options, inform
them of the mechanics of investing in the options and identify
investment managers for those options;

2) provide an explanation of general plan fees, as well as those charges
that may be made against a participant’s individual plan account; 

3) allow participants to compare current investment performance
against benchmarks and help them proactively manage their
investment selections.

New Participant-Level Fee Disclosure Requirements

Definition of Participant
Under the regulation, "participants"  include employees who are eligible
to participate in the plan, as well as those enrolled in the plan. The
regulation also covers beneficiaries who have the right to direct the
investments of their accounts in the plan. Plan administrators will need
to deliver the required disclosures and investment information to:

• Current plan participants

• Employees who are eligible to participate but are not contributing

• Beneficiaries who can direct the investments in their accounts (by
reason of the death of the participant)

• Individuals who obtain rights to a participant’s plan account under a
Qualified Domestic Relations Order (QDRO)

For purposes of this paper, all references to the word “participant” include
beneficiaries and alternate payees under QDROs.
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Types of Disclosures
The new regulation defines the specific details that must be disclosed to plan participants. Applicable to all
ERISA participant-directed individual account plans (e.g. Section 401(k) and 403(b) plans, but excluding
simplified employee pension, and simple retirement accounts), regardless of the number of participants, the
regulation calls for two broad categories of information that must be disclosed to participants: 

• Plan-Related

• Investment-Related

Plan-Related Information

The regulation calls for plan administrators to affirmatively disclose three categories of plan-related information
to participants:

1. General Plan Information: Covers the structure and mechanics of the plan including:

– a current list of the plan’s investment options;

– an explanation of how participants may direct their investment choices;

– any limitations on transfers to or from an investment option; 

– the exercise (and any restrictions) of voting, tender and similar rights;

– the identity of any designated investment managers; and

– a description of any brokerage windows, self-directed brokerage accounts or similar plan
arrangements that enable participants to select investments beyond those designated by the plan.

2. Administrative Expenses: Contains an explanation of any general fees and expenses that may be
charged to, or deducted from, all individual participant accounts. The general expenses may include fees
for legal, accounting and recordkeeping services, and are not reflected in the total annual operating
expenses of any designated investment alternative. The basis on which charges will be allocated to each
account (e.g., pro rata, per capita) must also be disclosed.

3. Individual Expenses: Describes any fees that may be charged to, or deducted from, the individual
participant’s account based on the actions taken by that participant, so long as the fees are not reflected
in the total annual operating expenses of the respective designated investment alternative. These
expenses may include charges for plan loans, processing QDROs, fees for investment advice, brokerage
windows, redemption fees and similar expenses.
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Investment-Related Information
It is critical for participants to be able to make a comparison of investment-related information, including
performance, fees and expenses. To facilitate this, the regulation requires that information regarding each
investment option available under the plan be furnished in a similar format. The regulation also specifies
that the disclosed information must be written in a manner that will be understood by the average
person. In effect, this will enable participants to make a better “apples-to-apples” comparison of the
plan’s investment options.

Model Comparative Chart
To help plan administrators meet this new requirement, the DOL has provided a safe harbor model
comparative chart for investment options (Model Comparative Chart) which can be viewed at the end of
this white paper. Plan administrators that use this chart are considered to have complied with the
regulation’s comparative disclosure requirement.

The Model Comparative Chart has three parts of investment-related information that plan administrators
must disclose to participants and beneficiaries:

Introduction

The Model Comparative Chart begins with an introductory paragraph that directs participants to the Web
site address(es) for each investment option and the plan administrator’s name, address and telephone
number.  It informs participants that a hard copy of the investment on the Web site(s) can be obtained
and states who the participant can contact to receive this disclosure.

Part I – Performance Information

The first part of the Model Comparative Chart allows the plan administrator to disclose investment
performance information on variable return and fixed return investments and must include: 

• Identifying Information: The name of each investment alternative under the plan and the type or
asset class for each investment (e.g., money market fund, balanced stock fund, large cap stock fund).

• Performance Data: Information about historical performance for variable return investments over
1, 5, and 10-year periods (or for the life of the investment, if shorter) with a statement that past
performance is not necessarily an indication of how the investment will perform in the future. For
fixed return investments, the fixed or stated annual rate of return, and the term must be disclosed,
and information regarding the issuer’s right to adjust the fixed or stated rate of return prospectively,
if applicable.

Example of Performance-Related Information with No Fixed Rate of Return
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• Benchmarks: Plan administrators are required to benchmark each
investment alternative in the plan. The provided information
should show participants and beneficiaries how the plan options
have performed over time and allow the participant to compare
the investment alternatives with appropriate benchmarks for the
same time period.

For variable return investments, a broad-based index (e.g., S&P 500)
with 1, 5, and 10-year returns (or the life of the investment, if
shorter) must be provided as a benchmark for comparison purposes.
The benchmark cannot be administered by an affiliate of the
investment issuer, its adviser, or a principal underwriter, unless the
index is widely recognized and used. A blend of various benchmarks
may be used to reflect the composition of blended investments such
as balanced and target date funds. Investments with a fixed rate of
return are not required to provide this information.

Part II – Fee and Expense Information

The second part of the Model Comparative Chart details the total annual
operating expenses and shareholder type fees (such as sales loads or
redemption fees) for the identified variable return investment options.
The total annual operating expenses of the investment must be shown
as a percentage (i.e. expense ratio) and as a dollar amount per $1,000
invested. Restrictions or limitations regarding the purchase, transfer or
withdrawal of the investment, in whole or in part, must be disclosed.
Further, there must be a statement indicating that fees and expenses are
only one of several factors that participants and beneficiaries should
consider when making investment decisions, and a statement that the
cumulative effect of fees and expenses can substantially reduce the
growth of a participant’s retirement account. Also, a statement is
required advising that the participant can visit the DOL Employee Benefit
Security Administration Web site for an example demonstrating the
long-term effect of fees and expenses.

For fixed return investments, the regulation requires a statement of the
amount and a description of any shareholder type fees, restrictions or
limitations regarding the purchase, transfer or withdrawal of the
investment, in whole or in part.

Example of Fee and Expense Information
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Part III – Special Disclosure Requirements

The third part of the Model Comparative Chart focuses on information relating to any annuity options
under the plan. 

• Annuities: If participants can allocate contributions toward the future purchase of a stream of
income payments guaranteed by an insurance company, special annuity-related disclosures must be
delivered to plan participants and beneficiaries, including:

– the name of the annuity contract, fund or product;

– the annuity’s objective (e.g., fixed income payments for life);

– the benefits and factors that determine the price of the guaranteed income payments;

– any limitations on the ability of the participant or beneficiary to withdraw or transfer funds from the
annuity, as well as any fees for withdrawals or transfers;

– any fees, such as administrative fees, sales charges or surrender charges that will reduce the value of
amounts contributed to the annuity by participants and beneficiaries;

– a statement about the insurance company’s guarantees being subject to its long-term financial
strength and claims-paying ability; and

– a Web site with additional information about the annuity.

• Employer Securities: If company stock funds are included as a participant-directed plan investment
option, special disclosure requirements apply. They are, however, generally exempt from disclosing
fees and expenses, the portfolio turnover rate, and the total annual operating expenses expressed
as a percentage, unless the employer securities option is a fund where participants or beneficiaries
acquire units of participation rather than actual shares of employer stock.

Timing and Frequency of Communications
The information in the following table summarizes the timing requirements related to the investment
option information disclosures:

Plan and investment information must be furnished to participants on or before the
date they first direct their contributions to a particular investment.

Plan and investment information must be made at least annually, or once in any
12-month period thereafter. This will include any eligible, but non-contributing,
participants.

If any plan information disclosed in the New Participant or Annual Disclosure
changes, participants must be given updated information at least 30 days, but
not more than 90 days prior to any changes.

Quarterly statements must be sent to each participant describing the actual dollar
amount of the administrative and individual expenses actually charged to the
participant’s account during the preceding quarter. Accordingly, any eligible, but
non-contributing, participant will not receive a quarterly statement because no
contributions are being made to the plan.

If a participant requests, the plan administrator must provide supplemental
information relating to the plan’s investment options. Examples include:
prospectuses, financial statements and unit/share values.

New Participant Disclosure

Annual Disclosure

Update of Plan Information

Quarterly Statements

Participant Requests

Communication Frequency
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Other Requirements

Internet Web Site

The new regulation calls for plan administrators to furnish participants
with access to an internet Web site(s) which provides specific investment
option information. The Web site must be specific enough to provide
participants access to the information in a manner consistent with
certain SEC forms5. The Web site(s) must include the following:

Effective Date and Transition Rules

The regulation has an applicability date of the first day of the first plan
year beginning on or after November 1, 2011. In simple terms, the
regulation is effective on January 1, 2012 for calendar year plans.

However, in recognition of the work plan administrators will need to do
to comply with both the fiduciary-level fee disclosures as well as this
regulation, effective July 15, 2011, the DOL released a transitional rule
which has delayed the compliance date for this participant-level fee
disclosure regulation. For calendar year plans, this means that the initial
disclosures (i.e., all disclosures other than disclosures required at least
quarterly) will need to be provided to participants in the new prescribed
format no later than May 31, 20124. For quarterly statements of fees
and expenses actually deducted, the first required disclosure date will be
no later than August 14, 2012.
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• the name of the investment’s issuer;

• the goals and objectives of the investment option;

• the investment options’ principal strategies (including a general description of the types of assets held by
the investment option) and principal risks;

• the portfolio’s turnover rate;

• performance data updated on a quarterly basis, or more frequently if required by other applicable law; and

• related fees and expenses for investment options.

Procedures for updating the information must be in place. In addition, the Web site(s) information must
also be available in a paper format.

Glossary

The disclosure must either include a general glossary of terms to help participants understand the plan’s
investment options or a Web site(s) address(es) that will provide on-line access to a glossary of terms.

Affirmative Disclosure Requirement

In the past, plan administrators often made information on plan fees and investments generally available
to plan participants by providing this information on the employer’s Intranet Web site or the Web site of a
third party administrator. However, under this new regulation, merely posting this information on the
employer’s, a third party administrator’s or other plan service provider’s Web site, will not be sufficient.
The plan administrator must proactively and regularly furnish these disclosures.



Electronic Delivery

Electronic delivery of the participant-level fee disclosures is not permitted
unless participants consent to electronic delivery or use a computer
regularly at work. Hard copy delivery will be required for everyone else and
a paper version of the disclosures must be furnished if the participant
requests it. The DOL is pursuing a regulatory initiative to explore electronic
delivery of participant disclosures and has stated that it intends to provide
guidance on this topic in advance of this regulation’s compliance date.

Fiduciary Breaches
Violations of this regulation will result in an ERISA fiduciary breach. While
plan administrators have a fiduciary responsibility to comply with the
required disclosures, they will not be held liable for any deficiencies in
the information furnished to participants if they reasonably relied on the
data received from the plan’s providers. 

It is important to emphasize that this regulation does not relieve
fiduciaries of their responsibility to prudently select and monitor providers
of services to the plan or the investment options offered under the plan.

Plan Sponsor Implications
The DOL’s phased approach to implement enhanced ERISA fiduciary-level
and participant-level fee disclosure requirements is designed to benefit
both employers and employees alike. There are, however, several areas
where plan administrators should begin to prepare now to ensure the
regulation’s requirements are met as there are notable differences from
current practices to consider.

For example, the new regulation requires an annual disclosure notice be
provided to all eligible employees. Though this will require a new process
to be implemented by plan administrators, the upside is that it could
have the effect of increasing plan participation by making those not
participating in the plan aware of the opportunity to participate.

For ERISA 403(b) plans with several service providers that provide
multiple investment options, the new regulation will be even more
challenging. The DOL has indicated that plan sponsors must deliver the
disclosures for all providers automatically and in a manner that
facilitates comparison.
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This means that plan administrators may need to group all of the investment options on the DOL Model
Comparative Chart, creating additional work that could strain existing resources. Plan administrators may
want to consider decreasing the number of investment options offered under the plan to streamline
processes and reduce information overload among employees.

Additionally, plan administrators must be sure that they are equipped to handle inquiries from
employees pertaining to the new disclosures. Although the regulation is designed to improve
transparency, it will likely lead to employees asking questions about plan fees and expenses. Plan
administrators can begin taking action now to prepare an effective employee communications program.

Getting Ready
ERISA plan administrators should begin to plan for this new responsibility well in advance of the first
disclosures being delivered next year to participants (i.e., May 31, 2012 and August 14, 2012 for calendar
year plans). The checklist below gives guidance on steps that you will need to take as you prepare to meet
the new requirements.

Participant-Level Fee Disclosure Checklist

Become familiar with the DOL Model Comparative Chart so that you understand the different
components of information that must be disclosed. 

Meet with your service provider(s) and begin discussions on the availability and retrieval of the
investment-related and expense information. 

Research your data sources to make sure you can identify all participants, eligible employees
and beneficiaries that need to receive the disclosures.

Consider the additional costs that may be incurred to fulfill the annual notice requirement.

Develop a communications program and secure resources to help you execute the program.

�

�

�

�

�

Summary
As an industry leader, MetLife is in full support of the intent of this new regulation. We agree that
participants need the information contained in the disclosures to make informed decisions and become
more engaged in planning for their retirement. Over the next several months, we will be developing tools
and resources to help you deliver the disclosures and address the communication needs of your
participants. We stand ready to assist you as you prepare to meet the new requirements.
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Notes



Pursuant to IRS Circular 230, MetLife is providing you with the following notification: The
information contained in this material is not intended to (and cannot) be used by anyone to
avoid IRS penalties. This material supports the promotion and marketing of insurance and other
financial products and services. You should seek advice based on your particular circumstances
from an independent tax advisor.

Neither MetLife, its affiliates, nor its representatives or agents are permitted to give legal, ERISA or tax advice. Any discussion of
taxes included in or related to this material is for general informational purposes only, and is based on our understanding of the
ERISA, tax and other applicable law as of this printing. Such discussion does not purport to be complete or to cover every
situation. Tax, ERISA and other applicable laws are subject to change and to different interpretation. Customers and other
interested parties should consult with their own tax, ERISA and other legal advisors to determine how these laws impact them.

MetLife Resources is a division of Metropolitan Life Insurance Company (“MetLife”), 200 Park Avenue, New York, NY 10166.
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