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

The Department of Labor ("DOL") has issued proposed amendments, Proposed 
Amendments to DOL Reg. §§ 2550.404a-5 and 2550.404c-5, 75 Fed. Reg. 73987, to the 
regulation regarding qualified default investment alternatives ("QDIAs") and to the 
recently-issued final regulation requiring certain disclosures to be made to participants 
in individual account plans.  Under the proposed amendment, additional disclosures 
will be required for plans that offer target-date funds as an investment alternative.  
Furthermore, additional disclosures will be required in order for a target-date fund to 
qualify as a plan's QDIA. 

 
According to a recent survey performed by the Profit Sharing/401k Council of America, 

approximately 60% of plans have made target-date funds the QDIA for participants providing investment 
direction and nearly 60% of participant-directed individual account plans offer target-date funds as an 
investment alternative.  Additionally, between 2003 and 2009, plan assets invested in target-date funds 
have increased almost four-fold from $37 billion to $145 billion.  The prevalence of target-date funds in 
retirement plans coupled with the economic downturn's effect on such funds (e.g., increased volatility and 
lower returns) caused the DOL to study the challenges and risks posed to participants investing in target-
date funds and appropriate criteria for selecting and monitoring target-date funds in retirement plans. 

 

http://www.aalu.org/
http://www.aaluwr.org/majorrefs/Ref11-01.pdf
http://www.aaluwr.org/majorrefs/Ref11-01.pdf
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Following an agency hearing, the DOL determined that additional guidance relating to 

target-date funds was needed.  Accordingly, the DOL and the Securities and Exchange Commission 
published a joint investor bulletin to better educate investors and plan participants who are considering 
investing in target-date funds.  Additionally, the DOL determined that participants and beneficiaries would 
benefit from increased information concerning investment in target-date funds.  As a result, the DOL has 
proposed to amend the current regulations.  Those proposed amendments require (i) certain participant fee 
disclosures and (ii) QDIAs to not only increase information disclosed to participants and beneficiaries 
about target-date funds, but also to harmonize the requirements for target-date funds qualifying as QDIAs 
with the disclosure requirements under ERISA § 404(a) relating to target-date funds in an individual 
account plan.  (See our Bulletin No. 07-99 for more information regarding QDIAs.  For information 
regarding disclosures required to be made under ERISA § 404(a) to participants in individual account 
plans, see our Bulletin No. 10-111.)   

 
Under the proposed amendments, the following changes would be made regarding information that 

must be disclosed to participants: 
 
 The QDIA notice's description of a plan's QDIA must include the following: (i) the name of the 

issuer; (ii) the investment's objective or goals, including a general description of the types of 
assets held by the investment; (iii) the investment's principal strategies (as required by SEC 
Form N-1A); (iv) any fixed return, annuity, guarantee, death benefit or other ancillary features; 
and (v) the investment's fees and expenses, including sales loads, sales charges, deferred sales 
charges, redemption fees, surrender charges, exchange fees, account fees, purchase fees, any 
annual operating expenses; and any ongoing expenses.  Additionally, the QDIA notice must 
include an explanation of where participants can find additional investment information 
regarding the QDIA and other investment alternatives under the plan. 

 
 The description of target-funds in both the QDIA notice (if a target-date fund is the plan's 

QDIA) and in the fee disclosures to all participants in individual account plans required under 
ERISA § 404(a) must include an explanation of the target-date fund's asset allocation along 
with a chart, table or some other graphical representation that illustrates the change in asset 
allocation over time, including the point at which the investment will reach its most 
conservative asset allocation. 

 
 If a target-date fund and/or a plan's QDIA references a date in its name, the QDIA notice and/or 

the participant notice under ERISA § 404(a) must explain the age group for whom the 
investment is designed, the relevance of the date, and any assumptions about a participant's 
contribution and withdrawal intentions after that date. 

 
 The target-date information required to be included in the ERISA § 404(a) disclosures under this 
proposed rule would be included as an appendix to those disclosures. 
  
 The DOL estimates that these added disclosures will add approximately two pages to the QDIA 
notice and to the participant disclosures required under ERISA§ 404(a).  However, it assumes that many 
investment issuers and service providers already provide graphical information regarding asset allocations 
in target-date funds and how such allocations may change over time.  As a result, the DOL has determined 
that obtaining this information and furnishing it to participants should not involve cost beyond the expenses 
of the additional paper included in the notices. 
 
 Any AALU member who wishes to obtain a copy of the Proposed Amendments to DOL Reg. §§ 
2550.404a-5 and 2550.404c-5, 75 Fed. Reg. 73987 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 

http://www.aalu.org/
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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. 
 

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