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We note that the final regulations issued by the Department for QDIAs use two different
types of terminology — target date funds or lifecycle funds — to designate the type of investment
option that is allocated among the general asset classes and its asset allocation becomes more
conservative over time. That is, even the general designation may differ for a fund that invests
among the basic asset classes and is invested more conservatively over time based on the
participant’s age or estimated retirement date.

The Random House Dictionary defines a target date in terms of “the date set or aimed at
for the commencement, fulfillment, or completion of some effort”. As noted in Mr. Young’s
testimony, the target date for the Fidelity Freedom Funds may be defined as the point as which
both the accumulation phase ends and the distribution phase begins. The target date is not
intended, for example, to define the date upon which the entire fund investment is liquidated, or
the date at which an allocation to equities must reach the most conservative allocation or end
altogether.

It is our belief that any attempt to establish a specific naming convention for such funds
will only prompt more debate over the appropriateness of any specific naming approach. This is
particularly true for existing life-cycle or target date funds — a name change will result in more
confusion than knowledge for current investors. The main point is that additional information
will always be needed in order for a participant or other investor to determine whether a specific
fund is suitable for his or her needs.

(3) Disclosure

We applaud the efforts of the Investment Company Institute (“ICI”’) to develop some
basic principles to frame any regulatory efforts to establish a more consistent disclosure regime
for target date funds. The testimony presented at the public hearing seemed to suggest a fair
amount of disagreement regarding the effectiveness of available disclosure materials and the
degree of usage by participants and other investors. Some witnesses argued for more detail,
others argued in favor of more simplification. Notwithstanding the substantial amount of
information provided today, we understand that the agencies may consider whether additional
education of potential investors would be beneficial.

We respectfully ask that the Department and the SEC coordinate any resulting regulatory
activity. We do not believe that the creation of new separate and different disclosure rules under
the Investment Company Act of 1940 and under the Employee Retirement Income Security Act
of 1974 (“ERISA”) would be beneficial. Otherwise, participants in 401(k) plans may receive two
additional (and different) disclosure pieces for the same potential investment. One of the major
challenges in the area of disclosure is to make it meaningful rather than overwhelming.

Of course, the two agencies would each excise exclusive jurisdiction in certain scenarios.
For example, a life cycle or target date fund structured as a group trust portfolio would not be
governed by SEC guidance, while an IRA investment in a target date mutual fund may not be
subject to the Department’s jurisdiction under ERISA. Even in such situations, however, the
agencies should consider the need for consistency in any new guidance. This is particularly true,
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for example, for an investor who may be considering such investment options both in the
workplace and in his or her personal retail account.
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In conclusion, we appreciated the opportunity to testify at the joint public hearing. Please
let the undersigned know if you need any additional information. We would be pleased to meet
with you discuss these and any related matters at your convenience.

Respectfully,
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Douglas O. Kant
Senior Vice President and
Deputy General Counsel
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cc:  Elizabeth M. Murphy
Secretary

Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549-1090
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