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least, really hard for the average consumer to understand. 

If you are seeing fees for the first time, that’s because 

your retirement plan is now serviced by a “full 

disclosure” provider. The fees in your plan are now 

explicit and will appear on your account statements each 

quarter and can be seen online as a fee transaction 

against your account. Although you may be seeing fees 

for the first time, this does not mean that the new 

platform is more expensive. It is very likely that the fees 

are not higher, they are just easier to understand. 

Obviously, no one works for free, so every 

One of the reasons 

that fees in 

retirement plans have 

become such a hot 

topic is that 

traditionally fees 

have been “hidden” 

or, at 

We’re glad you asked. If you’ve been watching the news, 

you’ll know that the fees in retirement plans are a hot 

topic. And as a consumer, you should question the fees 

that you are being charged because the higher your fees, 

the harder it is for you to prepare for retirement.  

I just received my statement, and I can’t 
believe the fees I’m being charged! My last 
401(k) plan was free. What’s going on?

company that provides services to your plan is getting 

compensated in some fashion. The key is to understand 

how they are being paid. With your current plan 

providers, fees are assessed each quarter as an explicit 

asset or account fee. 

In contrast, many traditional providers do not assess an 

explicit asset fee. Instead, these plan providers are paid 

through revenue sharing payments from the mutual fund 

families and/or 

through a “wrap fee” on plan investments. If plan 

providers are paid in this fashion, then the providers’ 

fees are assessed before your net investment return is 

declared. This means that while you won’t see a fee on 

your statement, your investment return is lower than it 

otherwise would be.  (Continued on Back Page)

 Your plan is now serviced 

by a Full Disclosure 

Provider. That’s great 

news!
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Traditional Versus Full Disclosure Pricing Model

"Traditional" "Full Disclosure"

10.0% 10.0%Fund's Gross Investment Returns

-0.50% -0.50%Mutual Fund Management Expense

-0.60% -0.00%Revenue Sharing (12B-1s, Sub Tas, Shareholder Service Fees)

-1.15% -0.00%Sub Account Management Fee

7.75% 9.50%Declared Net Return to Participant

0.00% -1.00%Explicit Asset Fee (shows on statements)

7.75% 8.50%Actual Net Return to Participant

Traditional and Full Disclosure Pricing

Examples always help. The table above presents a hypothetical example, which compares a “traditional” pricing model 

with a “full disclosure” pricing model. The example is provided merely to demonstrate different ways participants may 

be assessed fees and may or may not reflect the actual fees in your current or prior plans. In this example, the cost to 

the participant of the “Traditional” plan is actually higher than the cost to the participant of the “Full Disclosure” plan, 

because the participant’s final return on their investment is only 7.75% compared to the 8.50% in the ‘Full Disclosure” 

plan. However, a participant may think that the “Full Disclosure” plan is more expensive because her statement shows 

the 1.00% asset fee on her statement, whereas in the “Traditional” plan, she did not see any explicit fee charges.

The full disclosure model is a significant improvement on the traditional pricing model for two reasons.  First, when 

fees are “hidden”, providers are able to charge much higher prices than when their fees are obvious for all to see. Full 

disclosure typically means lower prices.  Second, when providers are paid revenue sharing payments by mutual fund 

companies, then the plan’s ability to choose investment options can be constrained to those funds and share classes that 

pay sufficient revenue to the providers. In contrast, in a full disclosure model, your plan is free to choose whatever 

investment options they believe best serve the needs of plan participants without any restrictions. This will often enable 

the plan to offer a better investment menu than they otherwise could. 

The information in this article is intended to be educational and to provide you with information that might help you make better use of retirement savings opportunities in realizing your 
retirement goals. Different assumptions concerning earnings, taxes, investment rates of return, and retirement age will generally yield different results. Examples in this article do not reflect 
actual returns for any specific investments, and are not intended to imply or guarantee future results. All examples are hypothetical and for illustration purposes only. Actual returns may be 
higher or lower, and will fluctuate over time. Returns are assumed to be the same each year. Actual values may increase or decrease in any given year. Because the value of your 
investment will fluctuate with market conditions, you should consider your ability to continue to invest during periods of low price levels. Regular investing does not guarantee a profit or 
protect against a loss in a declining market. No taxes are applied to plan balances. Plan balances are fully taxable at withdrawal. Withdrawals made prior to age 59½ may trigger an 
additional 10% early withdrawal penalty tax. This information does not describe all plan features or their applicability to any plan participant. It is provided for general information only and is 
believed to be accurate and reliable as of the date of printing but may be subject to change. All information in this article is provided for illustrative purposes only and should not be 
considered tax, investment, or legal advice. Participants should seek professional advice for their particular situation. Contributions to tax-sheltered accounts may not exceed plan or 
regulatory limits. Additional plan information is available from your plan administrator.
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