











with information in it provided by funds for which our distributor is not the underwriter,
the difficulty in assembling that information from different sources and circulating it for
review and comment will be daunting.

That task may require that substantial computer programming by service
providers such as OppenheimerFunds be undertaken, along with significant coordination
between us and our own service provider partners, and perhaps other investment
organizations. For example, each of OppenheimerFunds’s group 401(k) retirement plan
products (Pinnacle, Record(k)eeper Pro and Custom Plus) utilizes a third-party plan
recordkeeper. These recordkeepers, not OppenheimerFunds, generally are responsible
for the various plan administrative services for which the Proposed Rules would require
quarterly disclosure of the expenses charged to an individual participant (for example,
plan loan processing fees and third-party managed account fees). The anticipated
required coordination between these recordkeepers and OppenheimerFunds will not only
be expensive, but also time-intensive. Internal systems must also be built to generate the
specialized “comparative” investment-related disclosure required by the Proposed Rules.

» B. Status of the Required Disclosure under Federal Securities Laws. One of
the concerns we have with the approach taken under the Proposed Rules is that the single
disclosure document may be deemed to constitute an “offer” of securities to plan
participants, and the information called for in the document does not constitute all of the
information found in a mutual fund prospectus. We are concerned that an entity preparing
and disseminating that document might be deemed to be an underwriter or dealer in the
securities covered in the disclosure document, and that the document itself would not
meet the requirements for a prospectus under the Securities Act of 1933, as amended, or
the Investment Company Act of 1940, as amended, in the case of references in the
document to mutual funds, and therefore might be found to omit material information. It
is not clear under the Proposed Rules whether additional information could be added to
the document to disclaim that it is an offer of a security.

At the very least we strongly urge the Department to allow the document to
contain a prominent statement that neither the fiduciary or preparer of the document is
acting as an underwriter or offeror as to any securities referenced in the document, and
that for more information about each mutual fund referenced in the document, including
charges, expenses and risks, the participant should refer to the prospectus of the relevant
fund (with an explanation of from whom and how the prospectus may be obtained,
including a web-site reference and/or mail address). We also believe that the Proposed
Rules should make it clear that to the extent the document refers to specific securities, a
preparer that is a broker-dealer may deem the document to be an advertisement under
federal securities laws and the regulations of FINRA and file it with FINRA pursuant to
those rules.

C. Updating of Information. Another concern we have about the Proposed Rules
is their silence as to the requirement for the currency and updating of the information to
be included about specific mutual fund performance, portfolio turnover and expenses. It
is not clear, for example, how often the information about expenses and performance




must be updated: the Proposed Rules refer, in the case of performance information, to the
1-, 5- and 10- year average annual total returns “measured as of the end of the applicable
calendar year.” It is not clear what the “applicable” calendar year is but we assume (and it
would be helpful if the rules clarified) that it is the most recently completed calendar year
prior to the preparation of the disclosure document. Mutual funds that advertise their total
return performance information are required under applicable rules of the SEC and
FINRA to use in advertisements only performance information that is current as of the
most recently-completed calendar quarter end. Because the Proposed Rules contemplate
that participants will receive the information disclosure document upon plan eligibility
(which can happen at any time during a calendar year, depending on the specific plan
requirements), as well as annually, it is possible that a participant who becomes eligible
to participate under a plan in November might receive a disclosure document with
performance information that is 11 months old. While the proposed rules state that the
document must contain a statement that more current investment-related information as
to fees and performance may be available at a listed web-site, to the extent that the
preparer of the document is a broker-dealer, we do not believe that reference would be
sufficient to avoid potential liability under SEC and FINRA rules unless the performance
information were updated quarterly, which would entail extraordinary expense.

The Proposed Rules are also silent as to the date of the portfolio turnover data and
expense information to be provided in the disclosure document. Mutual funds typically
provide that expense ratio and turnover information in their audited annual and
(unaudited) semi-annual reports to shareholders, based upon the fund’s fiscal year.
Different funds offered as investment options under plans may have different fiscal year
ends. For example, in the Oppenheimer funds complex, for operational reasons we have
designated virtually every month end as a fiscal year end for some of our funds.
Therefore, in the proposed disclosure document under the Proposed Rules, we assume
that the expense ratio and portfolio holding information to be provided would be as of the
relevant fund’s most recent fiscal year end prior to the preparation of the disclosure
document. We believe that any final rule should make that clear, if the Department
‘pursues the use of this disclosure document format. We also note that as a result, the
document may depict expense and portfolio data for different periods for different funds,
which may skew the value of the comparison, since expenses and portfolio turnover may
vary for a particular fund over different fiscal periods for a variety of reasons. It would be
very costly to require the document to be updated after the fiscal year end of each fund
offered under the plan to mitigate concerns about comparability of data over differing
time periods.

D. The Proposed Format Will be Unwieldy for Plans Offering Many
Investment Options and Omits Key Explanations. We also have great concerns about
the ability of plan providers and fiduciaries to combine the information required under
the Proposed Rules in a single document “in a chart or similar format that is designed to
facilitate a comparison of such information for each designated investment alternative
available under the plan.” For plans that offer many investment alternatives (it is not
unusual for plans to offer 20 or more choices, for example), the example of a comparative
chart attached to the Proposed Rules shows how readily the chart could become large and
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unwieldy, requiring the plan participant to wade through the information in a document
that will be difficult to use and may require participants to have the same dexterity
required for reading and folding a road map.

Additionally, the proposed chart sacrifices clarity and fairness for simplicity. The
sample chart in the Proposed Rules does not offer any explanations of the performance
information and how total returns are calculated, nor any information about the
comparative indices and what expenses and other factors are included in their
performance information so that the plan participant can make a fair comparison. There is
no explanation of the terms “passive” or “active” and typical plan participants are likely
to be at sea as to what is being conveyed by that information. There is no explanation of
what the terms “fixed return” or “term” refer to. The chart purporting to show
shareholder fees does not take account of the manner in which sales loads may be levied
on plan accounts, how breakpoints may apply to reduce sales charges, how contingent
deferred sales charges may apply, and so forth. We believe that the chart as shown is
simply not a realistic depiction of the type of information on those points that typically
would be provided to investors and gives a false sense that such information can readily
be depicted in a single chart in a manner that is fair and not confusing.

What is clear to us from this examination is that a preferable approach would be
to require a disclosure document to identify the investments available under the plan,
provide basic information about the nature of the investment, its investment policies,
strategies and principal risks, the types of securities the vehicle invests in the identity of
the investment manager, and a reference to where, on a web site or by mail more
information can be provided about the investment, including charges, expenses and
current performance information.

E. The Implementation of the Proposed Rules Puts Stress on Compliance
with Other Department Requirements. Further, we wish to respectfully remind the
Department that the retirement service provider industry already is facing the
commitment of human and operational resources to the upcoming regulatory compliance
requirements resulting from the Department’s final Form 5500 rules and forthcoming
final rules under Section 408(b)(2) of ERISA. These two compliance initiatives alone
will require in the coming months a tremendous amount of time and resources in order
for our firm and others to comply. At this late date, we are not well-positioned to add yet
another substantial set of tasks to ensure compliance with the Proposed Rules in four
months.

Accordingly, we request that the Department extend the effective date of the
finalized Proposed Rules to no earlier than January 1, 2010. While this may seem a
substantial extension, we think that the planning and effort necessitated by the Proposed
Rules counsels the need for a meaningful period of time realistically to enable
compliance, particularly given the demands of the other recent initiatives of the
Department. Surely the Department wishes for the retirement services industry to
successfully assist plan fiduciaries with their compliance with these important rules to
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ensure participants receive accurate, meaningful disclosure regarding their retirement
savings alternatives.

F. There are Alternative Media Available to Provide the Data to
Participants. Our concerns underscore the need for closer coordination between the
Department and the SEC to consider the use of the proposed summary mutual fund
prospectus as the document that could provide the types of participant disclosures the
Department has set forth in the Proposed Rules. While it is true that there would not be a’
single comparative document containing all of the required information for plans if this
course is followed, the use of XBRL technology would make it relatively easy for
participants to compare the type of information included in the Proposed Rules about
each of the mutual funds offered under their plan. The participants could choose which
funds to compare. Additionally, plan fiduciaries and service providers would not have to
undertake the additional costs of producing a separate document containing information
already found in the mutual fund summary prospectus. Moreover, with such prospectuses
available on web-sites accessible to plan participants, the need for a paper document
containing duplicative comparative data would be obviated. Perhaps in lieu of the
comparative information document, plans could provide participants with a list of
available options and the appropriate web-site and mail box addresses from which to
obtain the information the plan participant chooses to review.

Fund distributors typically offer “fact sheets” that are updated quarterly with
performance information, top holdings and other information of the type covered in the
Proposed Rules. It would be more cost efficient to allow plan fiduciaries to use that type
of document to satisfy the proposed disclosure requirements if the fact sheet includes all
of the necessary information. While this will require plan participants to refer to several
pieces of paper (or to look at separate documents on a web site, since these fact sheets are
typically available in that format as well), the risk of trying to cram too much data into a
single comparative sheet that fails to provide enough explanatory content about each of
those categories of data is, in our view, a far riskier proposition because too much
important information simply cannot be provided in a single comparative chart covering
all plan investment alternatives.

ok ok ok ok ok ok

OppenheimerFunds appreciates the opportunity to comment on the Proposed
Rules and appreciates the Department’s efforts to improve the disclosure of important
plan-related and investment-related information to retirement plan participants. However,
we believe that the better course would be to await the progress of the SEC’s Summary
Prospectus Proposal and XBRL Proposal to allow the utilization, in the case of mutual
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funds offered as plan investments, of these more efficient delivery mechanisms to satisfy

the informational needs of plan participants.

CC:

John V. Murphy

Sincerely,

Robert G. Zack

Executive Vice President and
General Counsel

Chairman and CEO, OppenheimerFunds, Inc.
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