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— Transaction costs related to fund transactions, such as brokerage or clearing
and settlement fees;
— Custodial and administrative charges.

While some of these fees and expenses may be aggregated into broader categories,
the component elements should be sufficiently segregated to provide plan participants
with information needed to make informed decisions, and presented in a manner which
clearly indicates their effect on investment returns, giving plan participants an
understanding of the component elements on the investment return net of fees.

Disclosures consistent across investment type

Plan sponsors can choose from a broad variety of investment types to offer plan
participants. Self-directed plans can offer registered mutual funds, separate accounts,
collective funds, stable value funds, variable annuities, employer stock, age related or
“glide-path” funds, and other investment choices. For a variety of reasons, these types
of investments are subject to a broad range of regulatory regimes, some of which may
impose regulatory protocols inappropriate for other investment types.

Nevertheless, to the extent that an investment option, regardless of its legal structure,
resides within a participant directed qualified plan, the new standard of fee transparency
should be consistent. In all cases, information provided to participants should capture
all expenses deducted from fund assets, regardless of the type of investment, and
present this information in a clear, understandable form.

Some investment types currently provide fee information under existing regulatory
requirements. Registered mutual funds, for example, under Securities and Exchange
Commission (“SEC”) regulation, must provide investors a prospectus. The SEC rules
for both the standard and simplified prospectus are very specific to the needs of
registered mutual fund investors, at the retail level. Mutual fund prospectuses are not,
and should not, be required for other types of investments, including institutional
collective funds or insurance related products. The requirement for a prospectus for
certain types of investments is not substitute for a simple, complete fee and expense
disclosure to plan participants. Any new fee and expense disclosure requirements
issued by the Department should be consistent across all investment types offered in
self-directed plans according to a consistent set of methodologies, protocols and
definitions. Funds created using a fund of funds structure, regardless of legal structure
should also be held to the same standard, particularly given the likely growing
importance of such arrangements under automatic enrollment programs.®

Bundled vs. unbundled products

SSgA supports uniform, consistent fee disclosures which accurately capture and
distinguish between investment management, distribution and administrative expenses.

* The Pension Protection Act of 2006 (“PPA”) contains several new rules that are intended to simplify and
encourage automatic enrollment features in participant-directed plans (See PPA: Section 902).
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We believe this information is vital for plan participants seeking to make informed
investment decisions.

This need for transparency should apply equally to bundled and unbundled products. In
a bundled arrangement, one where a plan sponsor chooses a recordkeeper with an
affiliated or captive investment management capability, expenses charged against plan
assets are generally disclosed in a form aggregating all (or some) of the administrative
fees with investment management fees. In such an arrangement, it is often difficult or
impossible, for a plan sponsor or plan participant to distinguish between investment
management fees and administrative service fees.

Plan sponsors choosing unbundled products generally have access to the component
elements of each form of expense.

Regardless of the choice between a bundled and unbundled product, we believe both
plan sponsors and plan participants benefit from having available the major component
elements of the expenses reducing investment returns. As a result, we recommend that
any new fee disclosure requirement apply equally to bundled and unbundled products.

Thank you for considering our comments on the pending RFI. Achieving financial
security in retirement is a significant challenge for American workers. As our nation’s
defined contribution system evolves, plan sponsors, service providers, investment
managers, and regulators have the opportunity to take the lessons learned from our
experience with both defined benefit and defined contribution systems to help provide
greater retirement security for all workers. The fees and expenses incurred by a
pension plan are an important element in the success of investment by plan
participants. Improved fee transparency can be an important catalyst for improving the
future retirement income of all retirees.
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