
Fee Disclosures

The DOL has substantially revised 
Schedule C to the Form 5500, effective 
for the 2009 plan year.  For many plan 
sponsors, that means making sure they 
are compliant and able to Þle this 
information in July 2010.  Basically, the 
DOL is requiring signiÞcantly more 
information for large plan Þlings on the 
Schedule C. The additional information 
focuses primarily on compensation to 
Òservice providersÓ for large plans. (A 
Òlarge planÓ is generally deÞned as a 
plan which covers 100 or more 
participants. But, for 401(k) purposes, 
the deÞnition of participant includes all 
eligible employees, even if they are not 
deferringÑand thus even if they do not 
have an account balance.) 

When the new Schedule C was 
designed, it was assumed that service 
providers would be giving detailed 
compensation information to plan 
sponsors because of the requirements 
imposed by a amendment to ERISA 
408(b)(2) regulation (fee disclosure).  
However, the 408(b)(2) regulation was 
effectively blocked by the OfÞce of 
Management and Budget in the waning 
hours of the Bush Administration. But 
the new Schedule C was already in 
place. Thus, there is a disconnect. On 
the one hand, large plan sponsors are 
required to report compensation 
information, but their providers are not 
required to give the information to 
them. 

It will be interesting to see how many 
service providers to retirement plans 
successfully provide the required fee 
information to their clients, in time!

More Fee Disclosures Expected

More fee disclosure requirements are 
expected from the Department of Labor 
by mid-2010 (vendors disclosing their 
fees to Plan Sponsors and the possibility 
of Plan Sponsors being required to 
disclose fees deducted from the plan  to 
participants).   The Obama-appointed 
leadership of the DOLÕs Employee 
BeneÞts Security Administration (EBSA) 
has Òre-startedÓ the project to develop a 
regulation under ERISA section 408(b)
(2), which requires that all arrangements 
with ERISA-governed retirement plans 
be Òreasonable.Ó  

Under ERISA, plan Þduciaries are 
obligated to act prudently in selecting 
service providers and ensure that no 
more than reasonable compensation is 
paid for services provided to plans, 
taking into account the direct and 
indirect compensation received by the 
service provider.  Thus, a plan Þduciary 
must have sufÞcient information 
regarding fees and compensation that 
the service provider receives and 
whether there are relationships or 
interests on the part of the service 
provider that may call into question the 
objectivity of the service provider in
providing services to the plan.

However, the big question is when will 
service providers need to comply? EBSA 
has not given any speciÞc indication of 
the effective date of the regulation, but 
DOL personnel have generally stated 
that it will allow adequate time for the 
private sector to prepare for the 
implementation. Some of us believe that 
means the regulation will not be 
effective until January 1, 2011.

Form 5500 Fee Disclosures:

!  New Schedule C Form 5500 
disclosure requirements effective for the 
2009 plan year

!  The DOL is requiring signiÞcantly 
more information for large plan Þlings 
on the Schedule C. The additional 
information focuses primarily on 
compensation to Òservice providersÓ for 
large plans. (A Òlarge planÓ is generally 
deÞned as a plan which covers 100 or 
more participants.

!  The service provider must also give the 
plan sponsor four pieces of information in 
writing.  Those are:

"  The existence of the indirect 
compensation, 

"  The services provided for the indirect 
compensation or the purpose for 
payment of the indirect compensation; 

"  The amount (or estimate) of the 
compensation or a description of the 
formula used to calculate or 
determine the compensation; and 

"  The identity of the party or parties 
paying and receiving the 
compensation.

Did You Know?
ERISA requires a plan sponsor to 
determine if  the compensation paid to a 
party in interest is reasonable and if the 
services provided are necessary for the 
operation of the plan [ERISA ¤408(b)(2)]

F e e  D i s c l o s u r e s Trends and Hot Topics

2010 will be known as the year of new fee reporting and disclosure requirements for 
ERISA retirement plans!

Recordkeepers, bundled plan providers, third party administrators, broker-dealers, 
RIAs, investment managers, and mutual fund complexes are all struggling with the new fee 
reporting requirements that are now required within the Form 5500 Schedule C and the 
additional disclosure requirements expected in mid-2010 via an amendment to ERISA 
section 408(b)(2).  
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