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“Fee Talk”  What to Say (and What Not to Say):  Retirement Plan Fee Disclosure Talking Points for Financial Advisors
The Department of Labor (DOL) has flooded the industry with new service provider and plan sponsor fee disclosure rules for retirement plans.  The new fee disclosure rules present a great opportunity to talk to your plan sponsor clients and prospects.  
Before we look at fee disclosure talking points, let’s review the overall fee disclosure requirements.

Fee disclosure can be segmented into three primary components. Each component has a unique focus and purpose; however, a certain amount of overlap exists. The three elements include the following.
· Form 5500 Schedule C disclosures

· Plans with more than 100 participants must report amounts paid to service providers.
· Service providers with more than $5,000 of compensation are reported on the Schedule C.
· Fees, commissions, and other charges through self-directed brokerage windows must be reported.
· TPA fees are disclosed separately, even if they are paid indirectly as part of a bundled product.
· Plan Fee Disclosure [ERISA Sec. 408(b)(2)] 
· Disclosure requirements for service providers focused on plan-level fees.
· Service providers must report direct, and most indirect, fees to the plan fiduciary.
· Service providers must report to the plan fiduciary conflicts of interest and potential conflicts of interest between it and other entities such as affiliates. 

· These disclosures are required before contracts with service providers are executed and before any contract is renewed.
· Contract termination fees and charges will be subject to new scrutiny.
· Participant-Level Disclosure Requirements (ERISA Sec. 404(a)(1)
· Disclosure requirements for plan sponsors.

· Plan sponsors must report plan- and investment-related fees to participants and beneficiaries.

· Investment information must include one-, five- and 10-year investment returns. .
· Participants must be alerted to potential fees such as qualified domestic relations order (QDRO) determination fees, loan and/or distribution fees.
· No more mandatory prospectus requirements (which virtually no one was following anyway).  However, prospectuses must be provided upon participant request.

· Participants must receive quarterly fee reporting that discloses the actual (noninvestment-related) amount taken from the account in the prior quarter.

Advisor Considerations

· Fees and Investment Selection
As a result of these rule changes, participants will be receiving a glut of information on fees and expenses. Obviously, fees are an important consideration when making investment choices. However, fees are not the only consideration when making investment decisions. Work with participants to help them understand the factors (e.g., risk, time horizon, etc), in addition to fees, that are part of good investment decision making.
· Post-Fee Disclosure Next Steps 
Fee disclosure is not an end onto itself. The DOL intends the fee disclosure requirements to help plan fiduciaries make better overall decisions with respect to the plan and its service providers. 
Asks your plan sponsor clients the following key questions. 

“Have you incorporated the new fee disclosure requirements into your overall fiduciary oversight policy?”

“Have you reviewed your ERISA liability containment strategy to reflect the new fee disclosure requirements?”
· Conflict of Interest Reporting
The conflict of interest disclosure requirements give advisors an opportunity to provide real value to clients and potential clients. The conflict of interest disclosures can be a real eye opener for plan sponsors. Many plan sponsors do not understand the relationships and links between various plan service providers or even how these relationships could create conflicts of interests.
Ask your plan sponsor clients and prospects the following key question.

“Can I meet with you to review the new conflict of interest disclosure requirements?”

This can be a great way to get an initial meeting with a prospect.

· Service Provider Considerations
The conflict of interest requirements are subtle and may be subjective in certain situations. This process will require careful review of the business model and roles played by various entities.
Utilizing an independent third party to conduct a potential conflict of interest review may be a good strategy for dealing with this issue.
Fee disclosure is complex. The new requirements are a great opportunity to provide value by helping clients understand a subtle and sometimes sensitive subject. 
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