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AALU Bulletin No:  10-100 October 15, 2010 

Subject: Department of Labor Issues Regulations Addressing Fee Disclosure 
for Participant-Directed Individual Accounts 

Major References: Final Regulations Adding ERISA Reg. § 2550.404a-5 and Revising 
ERISA Reg. §2550.404c-1 

Prior AALU Washington Reports: 10-78, 10-74 and 08-71 
 
MDRT Information Retrieval Index Nos.: 2400.00, 5400.00, 5900.00 
 

SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  
THE CONCLUSION OF THIS WASHINGTON REPORT. 

The Department of Labor has issued final regulations (approximately 
145 pages) under ERISA section 404 requiring that the plan administrator of 
an ERISA plan with participant-directed individual accounts provide each 
participant or beneficiary with certain plan-related and investment-related 
information.  The investment-related information is required to be disclosed in 
the form of a summary chart.  The new rules will apply to individual account 
plans for plan years beginning on or after November 1, 2011.  AALU will 
commence a more thorough review of the new regulations and will provide a 
more detailed analysis in a future Washington Report. 
 

This final regulation is the last of a three-part package which began on November 16, 2007 with the 
release of final regulations changing the plan-level disclosure requirements on Schedule C of the Form 
5500.  For more information regarding these new rules, including final regulations under ERISA section 
408(b) published on July 16, 2010 addressing plan fee disclosures from service providers.  (See our 
Bulletins Nos. 08-71, 10-74 and 10-78.) 

 

http://www.aalu.org/
http://www.aaluwr.org/majorrefs/Ref10-100.pdf
http://www.aaluwr.org/majorrefs/Ref10-100.pdf
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Under this new rule, certain plan-related information must be disclosed on or before the date 

the participant can direct his or her investment and annually thereafter.  In addition, statements showing the 
dollar amounts of plan-related fees and expenses actually deducted from individual accounts must be 
furnished at least quarterly.  Plan-related information that must be disclosed before the date the participant 
can direct his or her investment, and annually thereafter, can be divided into three categories: 

 
(1) General plan information.  Information about the structure and mechanics of the plan, such 

as an explanation of how to give investment instructions, a current list of investment options and a 
description of any brokerage windows that may be available under the plan. 

 
(2) Administrative expenses. Explanation of any fees and expenses for general plan 

administrative services that may be charged to or deducted from all individual accounts.  Examples of these 
expenses include those for legal, accounting and recordkeeping services. 

 
(3) Individual expense information.  Explanation of any fees and expenses that may be charged 

to the individual account of a specific participant or beneficiary because of an action taken by that 
participant.  Examples of these expenses include plan loan fees, and fees for processing qualified domestic 
relations orders (QDROs). 

 
Investment-related information, which must be furnished on or before the date a participant can 

direct his or her investments and annually thereafter, must be in the form of chart or similar format that 
enables participants to compare each investment option available under the plan.  The final rule includes a 
model chart that plan administrators may use to satisfy the rule that that investment-related information be 
provided in a comparative format.  The investment-related information that must be disclosed can be 
divided into five categories: 

 
(1) Performance data.  One, five and ten-year returns must be provided for investment options 

that do not have a fixed rate of return.  If an investment option has a fixed or stated rate of return, the 
annual rate of return and the term of the investment must be disclosed. 

 
(2) Benchmark information.  This information is required only for investment options that do 

not a have fixed rate of return.  For each investment option subject to this requirement, the plan 
administrator must disclose the name and returns of an appropriate broad-based securities market index 
over one, five and ten-year periods. 

 
(3) Fee and expenses information.  Any shareholder-type fees or restrictions on the participant's 

ability to purchase or withdraw from the investment must be provided.  For investment options that do not 
have a fixed rate of return, other information that must be disclosed includes the total annual operating 
expenses expressed as a percentage of assets and as a dollar amount for each $1,000 invested. 

 
(4) Internet website address.  The address of the internet website that provides access to specific 

information about the investment options for those who want additional or more current information should 
be disclosed. 

 
(5) Glossary.  A general glossary of terms to assist participants and beneficiaries in 

understanding the plan's investment options, or an internet website address that is sufficiently specific to 
provide access to such a glossary is required. 

 
The regulations also provide plan administrators protection from liability for the completeness and 

accuracy of information provided to participants pursuant to these rules if the plan administrator reasonably 
and in good faith relies upon information provided by a service provider. 

 



 3
Any AALU member who wishes to obtain a copy of the DOL final rule adding ERISA Reg. § 

2550.404a-5 and revising ERISA § 2550.404c-1 may do so through the following means: (1) use hyperlink 
above next to “Major References,” (2) log onto the AALU website at www.aalu.org and enter the Member 
Portal with your last name and birth date and select Current Washington Report for linkage to source material 
or (3) email Anthony Raglani at raglani@aalu.org and include a reference to this Washington Report. 

 
In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 
BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 
of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 
 

For more information about how AALU’s advocacy efforts help protect your business and the 
advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 
 

http://www.aalu.org/
mailto:raglani@aalu.org
http://www.aalu.org/
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