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Broker Compensation Disclosure Requirements 

Section 202 of the Consolidated Appropriations Act, 2021 (“CAA”), requires entities providing brokerage 

and consulting services (referred to collectively as “covered service providers”), including their affiliates 

and subcontractors, who expect to receive $1,000 or more in direct or indirect compensation, to provide 

plan fiduciaries with a written disclosure “reasonably in advance of” when the contract is entered, 

extended, or renewed.  The effective date of the requirement is December 27, 2021 and applies to 

contracts executed on or after December 27, 2021. 

Disclosures are required to include: 

• A description of the services to be provided to the covered plan pursuant to the contract.

• Where applicable, a statement that the covered service provider (or their affiliate or

subcontractor) will provide or reasonably expects to provide services directly to the covered

plan as a fiduciary.

• A description of all direct compensation, either in the aggregate or by service, the covered

service provider (or their affiliate or subcontractor) reasonably expects to receive from the

covered plan in connection with services provided under the contract.

• A description of all indirect compensation, including compensation from a vendor to a

brokerage firm based on a structure of incentives not solely related to the contract with the

covered plan that the covered service provider reasonably expects to receive in connection with

services provided under the contract.  Indirect compensation excludes any compensation

received by an employee from an employer. Further compensation from the covered service

provider (or their affiliate), the covered plan, or the plan sponsor is not indirect compensation.

In addition to the above, for any indirect compensation, the disclosure must also include:

o A description of the arrangement between the payer and covered service provider (or

their affiliate or subcontractor) pursuant to which indirect compensation is paid;

o Identification of the services for which the indirect compensation will be received, if

applicable; and

o Identification of the payer of indirect compensation.

• A description of any compensation provided on a transaction basis (such as commissions,

finder’s fees, or other similar incentive compensation based on business placed or retained) that

will be paid among the covered service provider (or their affiliate or subcontractor) in

connection with the services provided under the contract.  This should include an identification

of the services for which such compensation will be paid and identification of the payers and

recipients of such compensation as well as the status of a payer or recipient as an affiliate or a

subcontractor, regardless of whether such compensation also is disclosed pursuant to any other

provision.

• A description of any compensation that the covered service provider (or their affiliate or

subcontractor) reasonably expects to receive in connection with termination of the contract or

arrangement, and how any prepaid amounts will be calculated and refunded upon such

termination.

• A description of the manner in which such direct or indirect compensation will be received.
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Compensation may be expressed in a monetary amount, formula, or per capita charge based on 

enrollment counts, or another reasonable method if it cannot reasonably be expressed in one of the 

other manners.  If additional compensation can be earned, but it is not calculable at the time of the 

contract, then the disclosure must include a description of the circumstances under which the additional 

compensation may be earned and a reasonable, good faith estimate if the covered service provider 

cannot readily describe compensation or cost and explains the methodology or assumptions used to 

prepare their estimate. 

In addition to the above, the covered service provider must update its disclosures: 

o Within 60 days of being informed of a change to the information already disclosed (or as soon as

practicable if disclosure is precluded due to circumstanced beyond the covered service

provider’s control)

o To correct any inadvertent errors or omissions within 30 days of discovering the error or

omission

Further, covered service providers must provide its disclosure within 90 days of a written request by the 

plan fiduciary. 




