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DEFAULT INVESTMENT RULES

Plan fiduciaries have been offered safe harbor relief when there is an absence of investment directions from a plan participant.  Regulations expanding ERISA §404(c) were recently released by the Department of Labor (DOL), and allow a fiduciary to establish a Qualified Default Investment Arrangement (QDIA) for participant-directed account plans.
QDIA options:
1. Target date funds.  These are accounts that are selected for a participant based on his age and “target” retirement date.  Caution: the regulations state that 100% equity funds are not QDIAs, so fiduciaries may want to evaluate this option carefully.
2. Balanced fund or lifestyle fund.  The account would be selected so that it carries a risk level that would be tolerated by the majority of participants in the plan.

3. Individual managed account.  This account would be provided by a professional management service designed around the age or projected retirement date of the participant.

4. Stable value or money market.  Cash type accounts can be used ONLY for the first 120 days.  After that, the participant’s account must be transferred to one of the other three options shown above.  This is NOT A LONG TERM ALTERNATIVE.
Any of the QDIA investments described above may be offered through variable annuity contracts and similar contracts, as well as through common and collective trust funds or pooled funds.

Conditions for meeting the safe harbor protection:
1. Participants who have not made an investment election must be invested in a QDIA.
2. Participants must be given the opportunity to provide investment direction.
3. The plan must offer a broad range of investments as defined by §404(c).
4. A Notice must be issued to participants before funds are deposited to a QDIA (generally 30 days).
5. A Notice must be provided to all participants annually, 30-days prior to the beginning of the plan year.

6. A prospectus for the QDIA must be provided to any participants whose funds are deposited to that account.

7. Participants must be given the opportunity to transfer funds into another account at least once per quarter, and within the first 90-days without penalty.

At Benefit Resources, Inc. we are offering to prepare Notices for our clients who maintain participant directed account plans so that they comply with these regulations.  Go to www.DOL.gov/ebsa for more information about these regulations.

DATE:  November 20, 2007

	To:
	Benefit Resources, Inc.
	Fax:
	(916) 922-3400

	From:
	
	Phone:
	(916) 922-3200

	Re:
	QDIA 
	Pages:
	1, including cover sheet


I understand that the QDIA Notice requires specific information about the plan’s default investment.  I have reviewed the QDIA rules, and completed the attached questionnaire for each of my clients so that Benefit Resources can prepare the required QDIA Notice(s).  I understand that the information provided here will be used as written here.

Please return to Benefit Resources, Inc. as soon as possible.

Plan Name:  


Default Investment:  


Investment objectives:  


Risk and return characteristics (if applicable):  


Fees and expenses:  


[image: image2.jpg]benefit
resources
inc.






