





believe that if we provide plans with a formula or basis point estimate for how much
of the underlying compensation and float income is used for recordkeeping services
together with a snap shot of the plan investments in annuity contract and mutual fund
options at the beginning and end of the plan year, that this should be sufficient to
meet the fee disclosure requirement for indirect compensation because it will permit
the plan fiduciary to make a reasonable estimate of the fees its plan pays for these
services in any given year. In other words, the plan fiduciary can estimate the fees
paid in any plan year based on a snap shot of the gains in plan asset in the plan
allocations by comparing the amount of increase from the first day of the plan year to
the last day of the plan year and applying the fee formula or basis point charge to that
increase. We would, however, appreciate it if the Department would confirm that this
type of disclosure would suffice. Such confirmation is necessary for us as
recordkeeper and the plan fiduciaries themselves who will be relying on our
disclosures. We believe that this will be sufficient information for the plan fiduciary
to determine the reasonableness of our fees and that to require any more specificity
would be prohibitively expensive without providing any material benefit to the plans.

3. Bundled Providers

As a “bundled provider” we strongly support the provisions in the proposed
regulation that provide for a disclosure of the aggregate fees paid for the bundled
services without requiring a breakdown of the aggregate compensation or fees among
the individual services comprising the bundle. We interpret the proposed regulation
to permit TIAA’s services to be covered in the bundle and would include in this
TIAA’s provision of participant investment advice because there is no separate
charge for that service. We also interpret the regulation to require a breakout of
certain types of indirect compensation received by other service providers, such as the
custodial or directed trustee for services they provide even though these services are
offered as part of TIAA’s bundle of services. Specifically, we understand that the
proposed regulation would require a breakout of compensation earned by a custodian
or directed trustee and of the fees paid to such trustee or custodian that are derived
from mutual fund advisory or other fees or from recordkeeping or platform fees. We
question, however, whether this breakout should be required. In any event, it is our
understanding that such indirect compensation could be reported to the plans by
formula as discussed in 2 above. We would appreciate additional clarity from the
Department on this issue, as well as to whether we can include fees for custodial and
directed trustee services as part of our bundle of services without a separate breakout
of such fees as long as no additional charge is made for such services.

In addition, we would like to clarify that the requirement to list “all services”
provided can be met by listing general categories of services. For example, it should
be sufficient to say that we will provide participant tax reports without specifying all
such reports in detail. In addition, it should be sufficient for the parties to agree for
the provision of additional services on an ad hoc basis in order to accommodate plan
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changes and new legal and regulatory requirements without requiring formal contract
amendments each time, provided no additional compensation is charged for the ad
hoc service.

4, Effective Date and Transition Rules

We respectfully request that the Department provide a longer period to
comply with the final regulations than the 90 days that are provided for in the
proposed regulation. Service providers will need time to understand its impact,
implement the systems changes that will be needed, and make any new disclosures
that will be required. In addition there are no transition rules for existing
arrangements. We recommend that existing arrangements should not have to be
rencgotiated immediately and that service providers should be given the opportunity
to provide disclosures without entering into new service provider contracts with plans
until the existing arrangements are subject to renewal. We believe a more realistic
time frame would be 24 months following the publication of the final regulation.

Conclusion

We commend the Department for this initiative and fully support the fee
transparency that this regulation will require. We support the intent of this proposed
regulation—to provide the disclosures that plan fiduciaries need in order to make
prudent decisions concerning plan service providers. If you have any questions
concerning our comments, please let us know.

Sincerely,

Daniel J. Keniry
Vice President, Government Relations
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