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So, it’s important to have a full understanding of retirement plan fees and how they’re paid.

There’s a fiduciary responsibility to monitor the reasonableness of fees and services. And the allocation of plan administrative expenses among participants is a fiduciary act, which means the plan fiduciary must act prudently—like considering the interests of different participant classes and determining how the fee allocation method may affect them.

While there’s no one right answer, a plan fiduciary should have a repeatable, documented process for evaluating the effect of fees on participants and a rational basis for the chosen approach. 

Consider these steps:Does it seem overwhelming to document these details? 

It doesn’t have to be. One way to do this is by using a fee policy statement. This provides guidelines for the plan fiduciary to manage plan fees and expenses paid to service providers.
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· Gather and evaluate facts, including participant needs
200
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· Assess available fee 
payment methods


3

· Determine a fee collection method and document the process
4
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· Provide clear, simple 
participant communication
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· Monitor

It’s a good idea to periodically review the fee policy statement. Consider doing this annually and when there’s a change in financial professional or decision-maker—and don’t forget to keep notes along the way.
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Sample Fee Policy Statement 
(Participant Directed Defined Contribution)
Client/Plan Name (the “Plan”)


The Employee Retirement Income Security Act of 1974 (ERISA) requires plan fiduciaries to act prudently and solely in the interests of, and for the exclusive benefit of, participants and beneficiaries (participants). As part of that obligation, the Named Fiduciary, <Enter name>, is creating this Fee Policy Statement (Statement) as a resource that it may use in monitoring and evaluating fees that are paid to the service providers. A service provider is an entity or individual who provides services which may include but are not limited to accounting, auditing, consulting, custodial, insurance, investment advisory, legal, recordkeeping, administrative services, securities or other investment brokerage services provided to the Plan.


I. Statement purpose
The Named Fiduciary intends that this Statement may be useful in assessing the reasonableness of fees directly and/or indirectly paid by the Plan associated with operating the Plan and the allocation of such fees in a manner consistent with the Plan document and the applicable statutory requirements.

This Statement is not an amendment to the terms of the Plan, nor is it made part of any other document creating or governing the Plan. The sole purpose of this Statement is to assist the Named Fiduciary in evaluating Plan expenses. This Statement is not intended to create any responsibilities beyond what is otherwise required under applicable laws and regulations. The Named Fiduciary shall have the absolute discretion to determine whether to use this statement in evaluating any particular fee and may amend this Statement at any time.


II. Guidelines
The Named Fiduciary seeks to understand the breadth, depth, quality, and necessity of the services being received for the fees paid and the appropriate balance between overall plan costs and the services rendered through the Plan. Factors which may be considered include: the Plan’s objectives, the Plan’s unique characteristics and level of complexity, the experience of the service provider, effective quality controls of the service provider, services which reduce administrative burdens, services which offer assistance in participant communication and education, government reporting and compliance support, plan design expertise, trustee/custodial, fiduciary support, selection and monitoring of investment options, technology capabilities, and other unique solutions to help meet the needs of the Plan.

The Named Fiduciary seeks to assess the competitiveness of fees (both direct and indirect) for the services provided by the service providers of the Plan. As part of the assessment of fees, the Named Fiduciary may consider the expense ratio of the investment options selected in light of the Plan’s size and demographics, fee collection method (for example, whether any portion of the investment expenses is used to pay Plan administrative expenses), and other qualitative characteristics of the Plan. To evaluate the reasonableness 
of fees in exchange for the services provided, the Named Fiduciary may periodically review disclosures provided by the service providers. This review may evaluate the Plan’s services, unique characteristics and level of complexity, and total cost. The Named Fiduciary may also consider whether the fees are within a reasonable range compared to the market and/or applicable benchmarks.
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III. Fee collection method(s)
The Named Fiduciary seeks to periodically evaluate whether the method of allocating Plan expenses continues to be reasonable. As part of this evaluation, consideration may be given to the interests of different classes of participants and how the method of allocation may affect each class. This may include evaluating the various fee collection method(s) available and considering the impact to participants based on factors such as account balances, understanding of plan fees, knowledge of investment-related fees and election of investment options.

Plan fees could be paid using one or more of the following methods:

· Revenue sharing from the plan’s investment options could be used to pay all or a portion of the plan’s administrative fees. 
· Revenue sharing with fee adjustments by crediting any or a portion of revenue sharing back to the participant and then possibly charging a fee based on participants’ account balances.
· Fees could be allocated to participants’ accounts equally as a fee deducted from plan assets shown as a flat dollar per participant.
· Fees could be allocated to participants’ accounts equally as a fee deducted from plan assets in proportion to a participant’s account balance.
· Fees could be paid by the plan sponsor as a billed expense.
· Fees could be paid through revenue collected within an ERISA budget.
· Fees could be paid as a deduction from individual participant accounts as a per use transaction fee for participant level services (e.g., participant loan fees).
· Plan fees could be paid from the plan’s forfeiture account (if permitted under the plan document).

In general, the fee collection method used by the Plan will be specified by the agreement between the Named Fiduciary and service provider(s). Consideration may be given to whether revenue sharing is applied per the investment expense of the investment option(s) the participant selects or levelized to allocate payment of plan fees equally to participant account balances. Settlor fees (such as non-legislative plan amendments, plan design consultation, etc.) cannot not be paid by the Plan. Those expenses must be paid for directly by the Plan Sponsor. 



IV. Communication to participants
The Named Fiduciary recognizes that they and the Plan participants share a common interest in understanding Plan expenses. In this regard, the Named Fiduciary notes that ERISA requires certain participant disclosures to provide participants with a clear understanding of fees. Specifically, ERISA section 404(a) requires that participants receive an annual fee disclosure, which discloses all fees and expenses directly and/or indirectly paid by the Plan for the services provided (including investment management fees, plan expenses for the general operations of the plan and per use transaction fees) and the payment method of fee collection. ERISA requires that the disclosure be written in a manner to be understood by the average participant to help make informed decisions regarding the selection of investment options or other items such as a participant per use transaction fee associated with the Plan. ERISA also requires that the disclosure be provided when changes to Plan fees or fee collection methods are made.

Quarterly participant disclosures are also required showing the dollar amount of the plan-related fees and expenses explicitly charged to or deducted from participants’ individual accounts, along with a description 
of the services for which the charge or deduction was made and, if applicable, disclosing that administrative expenses may also be paid from revenue sharing from the total investment expense of the Plan's investment options. Such disclosure may be conveyed within the quarterly benefit statement which can be delivered to the participant via paper or electronically.
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