
UNDERSTANDING FEES & DISCLOSURES

We know as a small business, keeping expenses low is 
a key to your success. At PAi, we are often asked how 
much a 401(k) plan will cost. It’s not always as easy as 
just calculating administration and record keeping costs; 
sometimes there are hidden fees as well.

Sub-TA Fees
Transfer Agents (TAs) serve as a fund’s recordkeeper 
by keeping track of investment purchases and sales. 
Sometimes this is done using a master account 
representing the sub accounts of multiple plans and 
participants. In these situations a third party may be hired 
to do the investment recordkeeping for the sub accounts. 
In return, the third party is paid a fee for doing the sub 
accounting, called sub-TA fees. Sub-TA fees may also be 
referred to as sub-transfer agent fees, sub-shareholder 
(participant) servicing fees, or shareholder servicing fees. 

Many companies collect sub-TA fees and use those 
fees to offset the overall plan expenses. Not sure if a 
recordkeeper is keeping the fees or using them to offset 
the expenses of the plan? Check out their fee disclosure 
statement. It should clearly state if any sub-TA revenue is 
being collected, what that amount is, and who is keeping 
those fees. 

Sub-TA Fee Reimbursement  
Back to Plan Participants
At PAi, we collect the sub-TA fees and in return credit 
them back at the participant level. We do this because 
we believe in total transparency and we do not believe 
in keeping the sub-TA fees to offset our expenses. This 
money goes back into the pockets of the participants 
who invested in that fund to make them whole again. 

Reimbursement at the participant level is unique;  
most companies that reimburse sub-TA fees choose 
to reimburse at the plan level, not the participate level.

12b-1 Fees
12b-1 fees may also be referred to as commissions, 
distribution fees, or marketing fees charged on mutual 
funds. These fees may be subtracted from the returns of 
the fund on an annual and/or ongoing basis and can be 
used for administration services or paying brokers or other 
professionals who sell the funds. Your provider may collect 
12b-1 fees which are classified as operational expenses 
and are included in a fund’s expense ratio. Typically the 
fee is 0.25%-1% of a fund’s net assets. It’s important to 
understand the basis points of the 12b-1 being charged. 

PAi is not involved in the collection or distribution of  
12b- 1  fees. The fund company takes the fees collected  
from the returns on the fund(s) and pays the broker dealer 
the 12b-1s. The broker dealer then keeps a portion of the 
fees and pays the advisor on the plan a remaining amount 
of the fees. 

Transparency
It’s important to understand the fees associated with 
your retirement account. Plan sponsors should align 
themselves with a retirement service provider or third 
party administrator that endorses “full disclosure.” This 
means all fees will be clearly identified up front for both 
the plan sponsor and the participants. Don’t be afraid to 
ask questions about fees. It is important to stay educated 
on what each fee means and what they pay for. PAi has a 
policy of “full disclosure” of all fees.

37% 
of plan participants are
under the impression 

they don’t pay any fees.

14% 
of retirement savers

have no clue how to find
out more about their fees.

73% 
of plan participants don’t 
know how much they’re 

paying in 401(k) fees.

- Three-Quarters of Americans Are in the Dark When it Comes to 401(k) Fees, TD Ameritrade, 2018.
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UNDERSTANDING FEES & DISCLOSURES

Disclosures
One of the ongoing responsibilities of a plan sponsor 
is to maintain and provide appropriate documents and 
disclosures. PAi assists a plan sponsor by preparing  
most of these documents and posting reminders when  
the time to distribute information to employees nears.  
Check out the PAi Compliance Calendar for additional 
information and timelines. 

408(b)(2) Fee Disclosure
To assist plan fiduciaries, the 408(b)(2) notice must  
be provided by all Covered Service Providers (CSP).  
A 408(b) (2) form is a great resource for plan sponsors  
to identify all direct and indirect compensation received  
for service in addition to an explanation of services. 

404(a)(5) Participant Disclosure 
Similar to the intent of the 408(b)(2), a disclosure is 
also required for retirement plan participants called the 
404(a) (5). To keep the plan participants up to date, the 
law requires that a 404(a)(5), a record of fees such as the 
cost of investments, administration and recordkeeping is 
provided annually. PAi posts this disclosure to both the 
employee and the employer user sites, since the employer 
is responsible for distribution of the disclosure. 

Be Aware
Small business retirement plan sponsors have a 
fiduciary responsibility to keep fees reasonable for plan 
participants. When this responsibility is not met, the 
consequences for fiduciaries can be severe, including 
personal liability. Other factors that may influence  
fees include current fund lineup with balances and 
participant count.

Revolutionizing retirement since 1983, PAi provides retirement savings solutions focused on participant outcomes to small businesses 
nationwide. A subsidiary of Newport since 2020, we continue to focus on serving employers, their employees, and financial 
representatives to create a better retirement for all. Combining our small business focus with Newport’s rich history, dating back to 
1985, we provide a greater experience and a wider breadth of services for our customers and partners. Operating as one family, we 
believe that together we can make a difference. Together we can create a world where workers own their retirement readiness.

CoPilot recordkeeping services include Years of Retirement calculations and savings alerts. Services for CoPilot are provided by Plan Administrators, Inc. (PAi), a wholly owned 
subsidiary of Newport Group, Inc.

 Contact Us
PAi prides ourselves in being a low-cost retirement 
service for small businesses. If you are looking at a 
plan that seems less expensive, give us a call or email 
us. We would be happy to help you identify all the 
costs so you can compare your options side by side.

Phone
800. 236.7400,  

Option 1

Email
sales@pai.com

Website
pai.com/cyberpay
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