




















use of low-cost alternatives that are equally likely to achieve the desired risk and
return objectives. These might include, for example, investments that use as their
components low-cost index funds or other low-cost passively managed
investments that track a large portion of the market.

The specific types of investments available will vary as creativity and innovation
continue to give rise to new and improved financial products and services (such
as broadly diversified exchange traded funds as opposed to index funds).”
However, the Department can make specific reference to the types of lower-cost
alternatives currently available and can make clear that fiduciaries need to
understand and compare the costs of investment alternatives, should consider
lower-cost alternatives, and should be able to justify any decisions not to use
them.

If you have any questions about our comments, or if further information would be

helpful, please let me know.
Respecitfully sut1m|tted
—

J.\Mark lwry
Sgnior Adviser and Prm
he Retirement Se urty Project

? The specific QDIAs approved in the regulation could lag behind developments in the market and
become outdated, given the lapse of time and the effort ordinarily involved in opening up and amending
an existing regulation. On the other hand, if the Department were to consider establishing a streamlined
process for the consideration of additional QDIAs, the process should still require notice and public
comment.
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Appendix

Extract from Revenue Ruling 98-30:

“Under Plan A, a newly hired employee is immediately eligible to participate in Plan A. If the
employee does not affirmatively elect to receive cash or have a specified amount contributed to
Plan A, his or her compensation is automatically reduced by 3 percent and this amount is
contributed to Plan A. An election not to make compensation reduction contributions or to
contribute a different percentage of compensation can be made at any time. The election is
effective for the first pay period and subsequent pay periods (until superseded by a subsequent
election) if filed when the employee is hired or if filed within a reasonable period thereafter ending
before the compensation for the first pay period is currently available. Thus, if an employee files
an election to receive cash in lieu of compensation reduction contributions and the election is filed
when the employee is hired or within a reasonable period thereafter ending before the
compensation is currently available (and if the employee does not later elect to have
compensation reduction contributions made), then no compensation reduction contributions for
the first pay period are made on the employee's behalf to Plan A. Elections filed at a later date
are effective for payroll periods beginning in the month next following the date the election is filed.

At the time an employee is hired, the employee receives a notice that explains the automatic
compensation reduction election and the employee's right to elect to have no such compensation
reduction contributions made to the plan or to alter the amount of those contributions, including
the procedure for exercising that right and the timing for implementation of any such election. The
employee is subsequently notified annually of his or her compensation reduction percentage and
the employee's right to change the percentage.”
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