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Answers to Frequently Asked Questions 
 

This document has been prepared to help staff members better understand what to expect 
regarding the new 403(b) plan that will be implemented January 1, 2009.  This is a 
“living document” and is updated periodically based on staff questions and other 

information as it becomes available.  Please make sure that you are checking the District 
Web Site and noting the “Date Updated” for the most up-to-date information. 

 
 

DATE UPDATED:  December 10, 2008 
 
1.  Why is there a need to change the 403(b) plan that we currently have in Chelsea? 
 

In July 2007 the IRS issued new regulations regarding 403(b) plans.  These 
regulations came about due to the perceived “looseness” of the current 403(b) 
structure.  The IRS felt that there was not enough oversight of the plan from plan 
sponsors, hence new regulations were issued.  These regulations indicated that the 
employers would have more compliance requirements, disclosure and fiduciary 
responsibilities than in the past.  In order for Chelsea School District or any 
employer to offer a 403(b) plan at all, it needed to be compliant with all aspects of 
the new IRS regulations. 

 
 
2.  What were the options in providing a compliant plan? 
 

Given that school districts have never been involved in retirement or financial 
planning, there were really two options available to us: using a third party 
administrator or working directly with one firm that would provide compliance 
with all regulations and assume fiduciary responsibility of the plan. 

 
 
3.  How did the District go about evaluating which option was best? 
 

Chelsea School District along with the other school districts in Washtenaw and 
Wayne Counties (and one in Livingston) embarked on a process that requested 
information from investment providers who were interested and qualified to help 
us meet all of the new IRS regulations.  Twenty eight firms responded to our joint 
request.  A core committee of four business officials – Sharon Raschke (Dexter), 
Brian Marcel (WISD), Steve Ezikian (Wayne RESA) and me – evaluated all 
twenty eight firms on 18 different criteria which included fee structure, available 
investments, independence in overseeing the program and service to participants. 

 
From these 28 responses, we narrowed the field down to nine (9) firms and each 
firm was brought in for individual interviews.  The interviews were conducted by 
the core committee with the assistance of Mr. Jim Link from PFM (PFM provides 
investment advisory services to many districts, but could not provide the services 
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necessary to be compliant with the IRS regs).  After evaluating the presentations 
(and corresponding content) it was clear that the only firm that could meet all of 
our requirements was a firm out of Portland, Oregon – The Standard (a single 
platform provider). 
 
If any staff member is interested in reviewing the Request for Proposal (RFP) that 
was sent out or the recommendation from the core committee, they can be found 
at http://www.wash.k12.mi.us/files/business/RFP403bplan.pdf and 
http://wash.k12.mi.us/files/business/Committee403bRecommendation.pdf. 
 

 
4.  Why was a single platform provider the best option for the new 403(b) Plan? 
 

In evaluating all of the proposals, the committee decided from the beginning that 
the best thing that we could do for participants was to look for low-cost, excellent 
performing funds.  At the same time we had to make sure that all of the 
compliance issues (disclosure, recordkeeping and fiduciary) were properly 
addressed for employers. 

 
With a Third Party Administrator (TPA), the participants would have incurred 
additional fees as the cost of the TPA would have been passed back to the 
participants.  The current 403(b) plan was run at zero cost to the District, and the 
new one had to be designed to do the same. 

 
With the single provider, the only fees incurred would be those that are incurred 
under current vendors (e.g. management and fund fees).  As such, there would be 
more participant contributions to the program that would be invested instead of 
paying fees. 

 
 
5.  Why was The Standard selected to be the single provider? 
 

The Standard was selected as they provided the following key options to the staff 
and employers: 
 A true open-architecture platform; they are not related to or vested in any 

investment vehicle.  As such they have no funds of their own that they are 
trying to promote and are unbiased in their offerings.  Their goal is to put forth 
the best performing funds at the lowest possible cost. 

 In being an independent provider, they are “revenue neutral”; no commissions 
from selling certain funds are returned to them – these commissions are 
returned to the plan (not the District) to offset management fee expenses. 

 Provided complete fiduciary responsibility of the plan for the employer.  They 
have a team of certified financial planners who analyze and review over 4.500 
mutual funds available to the 403(b) platform to ensure funds selected for the 
plan are proper for the retirement investment vehicle that a 403(b) plan is. 
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 The Standard is able to address each school entity as their own program but 
also able to combine the assets of all of the Districts.  In being able to “pool” 
the investment assets value together the group benefits in two ways: 

o First, The Standard is able to access funds not available from current 
retail vendors (institutional “R” shares which come at a lower cost 
than Class A,B or C shares) or funds that have been closed to retail 
providers.   

o Second, the management fee is a two part fee – a flat $40 per year, and 
then a declining management fee based on total asset value.  As staff 
members throughout Wayne and Washtenaw Counties contribute the 
asset base will grow, thus reducing the management fee incurred by 
participants. 

 
 

6.  My current provider says that what is being done at Chelsea School District with 
     the 403(b) plan is illegal.  Is this true? 
 

A 403(b) is an employer provided plan; neither the IRS nor any other entity 
requires us to offer this type of retirement plan to staff.  Chelsea School District 
opts to offer this plan because we think it is wise for our staff members to prepare 
themselves for retirement, and the 403(b) tax deferred investment plan is the 
option that we provide. 
 
Starting January 1, 2009 school districts have many more compliance and implied 
fiduciary responsibilities.  Accordingly, the District needed to make sure the plan 
we offered was compliant with the new IRS regulations, or we would not be able 
to offer a plan.  The option that we chose we believe to be in the best interest of 
our staff and the District and is no way a violation of any regulation or law of the 
government.  During the entire process, several attorneys were consulted and 
were completely involved in all legal aspects of the plan. 

 
 
7. What are the investing options under the new plan?  Will I have to figure out 

 everything all by myself? 
 

The new 403(b) plan will offer as much or as little involvement on your part in 
how/what you will invest in. Is essence, the program will be set up with four 
“buckets” and you will chose which one best suits you.  Those four buckets are: 
 Bucket 1 – Core Line-up.  This bucket will contain a core line-up of 29 

mutual funds across broad investment categories, in terms of performance and 
fees.  This bucket provides a mix of actively and passively managed mutual 
funds. The investments are selected by registered financial advisors according 
to an Investment Selection Plan.  This bucket would be for the staff member 
that would like to “dabble” in selecting their own mutual funds to invest in, 
knowing that all options have been reviewed and determined to be “best in 
class” for the type of investment offered. 
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 Bucket 2 – Guided Portfolios.  This bucket will contain five custom asset 
allocation portfolios that are put together based on risk tolerance.  The mutual 
funds used for this bucket will be from Bucket 1, hence solid performers with 
low-cost fees.  This bucket would be for the person who doesn’t want to do a 
lot with their funds and does not feel that they need a one-on-one investment 
advisor. 

 Bucket 3 – Mainspring Managed Portfolios.  This option will be available 
in the 403(b) plan mid-2009.  This bucket is for the complete “hands off” 
approach.  For $10/month, you will have access to an investment advisor (one 
in particular, if that is what you would like) that will set up all of your 
retirement investments through the 403(b) fund. The investments will be 
monitored for performance and you will have investment advice throughout 
the year. All investments will be created out of the underlying core fund line-
up (Bucker 1).  Note that using this option requires a percent of pay to be 
contributed.  Flat dollar amount contributions are not an option in Bucket 3 
(see question 16 for further information).  Again, note that this option will not 
be available at the inception of the program (1/1/09).  It is anticipated that it 
will be in place during the spring of 2009. 

 Bucket 4 – Brokerage Option. This bucket is the complete “hands on” 
approach.  For a $35 annual fee (note: this is still to be confirmed), you can 
select from over 5,300 mutual funds to invest in.  You can do multiple 
changes during the year at no additional cost.  This option is offered through 
Schwab and is called the Personal Choice Retirement Account (PCRA). All 
offerings will be compliant with IRS regulations for 403(b) plans.  A complete 
list of investment products available can be accessed at the Schwab website: 
Mutual Fund OneSource Select List® . (If you can’t hook into the listing from 
this link, then go to www.schwab.com and then click on the tab called 
“Investment Products”, click on “Mutual Funds” then click on “Mutual Fund 
OneSource Select List”.)   From there, click on the type of mutual fund list 
you would like to review. This bucket is most likely to be used by participants 
have a financial planner that they would like to continue to use. 

 
One item to note – the new plan that will be going into effect is called a 403(b)7 
Plan.  The difference between the current plan and the new plan is that the current 
403(b) plan allowed annuity investments, however the 403(b)7 plan only is 
allowed to maintain mutual funds for investment purposes. 

 
 
8.  Why did the District decide to move to a 403(b)7 plan? 
 

In reviewing options for the plan along with research into those options 
(investment earnings/performance comparisons/fees/etc.) it was determined that 
mutual funds would provide staff with a safe and solid performing investment 
choice at a lower cost so that retirement earnings could be maximized.  In 
addition, it better meets the requirements of the new IRS regulations with regards 
to overall fiduciary responsibility. 
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Earnings potential depends, in part, on the fees associated with the investment. 
The higher the fees, the less remains for your retirement. Annuities have four 
types of fees: 

 Insurance charges (also known as the mortality and expense fee, or the M&E 
fee), which you pay for various insurance, sales commissions, and marketing 
costs. The typical insurance charge in an annuity is 1.35%. 

 Management fees on the sub-accounts are the same as an investment 
manager’s fee in a mutual fund. The typical management fee in an annuity is 
0.95%.  

 Options and riders promise future income or guarantee that your heirs will get 
back at least as much as you invested. The typical options and riders fee in an 
annuity is 0.65%.  

 Surrender charges are assessed if the annuity is cashed in before a specific 
period of time. That period averages 8 years in a typical annuity. If your 
annuity is cashed in early, then you are assessed a charge that averages 7% 
and generally declines a percentage per year thereafter until it reaches 0%.  
Source: CNNMoney.com  

 
In addition, in the investing industry, there are some questions regarding the 
safety and earnings potential of annuities.  For instance, annuities are contracts 
with insurance providers.  Should an insurance provider end up filing bankruptcy, 
and if the investment was held by the insurance companies as part of its own 
portfolio, then your investment would become a lien on the company and you 
(unfortunately) would be standing in line with all of the other creditors of the 
insurance company in order to get your money back. Every annuity provider is 
different, you need to check with yours (if you are currently in an annuity 
product) to see how your investment is held. 

 
The earnings potential on any investment depends on the fees associated with the 
investment.  The more that goes to fees, the less that will go into your investment. 

 
 
9.  My current provider says that I will be paying more in fees with this new plan  
     than the current plan that the School District offers.  Is this true? 
 

The plan that will be available to staff after January 1, 2009 will have complete 
transparency of fees.  What this means is that when a staff member looks at their 
quarterly statement, they will clearly be able to see the fees that relate to their 
investment. They will also be able to trace the share price of the investment to an 
independent source (e.g. NYSE, mutual funds). The challenge with the current 
structure is that the vendors are not required to have complete transparency of 
fees, therefore it is unclear as to how providers are paid and the amount that they 
are paid for the services rendered.  This is not to say that if asked the 
representatives would not share this information and even help you calculate out 
the amount, it is to say that in many cases there is not a clear way of knowing 
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what the fees are without the assistance of someone familiar with the variety of 
fees that can be assessed related to an investment and more importantly, how to 
equate these fees into dollars. 
 
With the new plan, the fees you will incur will be the following: 

 $40.00 annual (flat) fee for administration of the account. 
 Depending on the asset value of the plan, a .26% to a 1.00% fee from 

the Standard.  It is estimated (conservatively) that the plan will achieve 
a $10 million asset base by March 31, 2009 (given the number of 
participants in the plan – 2 counties – Washtenaw and Wayne) which 
would result in a .80% fee. As the asset value increases, this fee 
decreases and can get as low as .26%.  This fee is also reduced by any 
revenue sharing fees (12-b1 or Sub-TA).   This fee is assessed based 
on your total asset value at end of each quarter (same method used in 
current vendor fee structures) and the fee will vary with each quarter 
as the asset value grows.  As of Nov. 19, 2008, The Standard has 
established this initial fee at .73% (or .1825% per quarter). 

 The actual fund fee.  This will clearly be stated on the fund line-up 
chart.  This fee will depend on what you select to be in your portfolio 
as it would with the current program in place. 

 All investments offered through The Standard will have no load fees.  
Even if a retail share (Class A, B or C) is selected to be in the 
portfolio, all load fees are waived (this is in essence how they become 
institutional shares) and typically the internal fees are .22-.26% lower 
than the A share due to purchasing power of the group assets. 

 There will be no surrender, mortality or redemption fees on any of the 
investments.  However, if a distribution is made, a small fee from $50 
to $175 (depending on the type of distribution) will be charged.  This 
is also typical of our some of the providers in our current plan as there 
are fees assessed for processing paperwork. 

 If you elect to participate in the Mainspring Managed Portfolio, then 
you will be charged a $10 flat fee per month ($120 annual cost) 

o Note that financial advisors through The Standard will only 
consult with staff related to their retirement account. 

 If you elect to access the Schwab PCRA (full brokerage option), you 
will have an annual fee of $35.00. 

 
 

As briefly noted above, all revenue sharing fees will be applied to the fund 
administrative cost (all 12-b1 fees and Sub-TA fees).  This means that if we are at 
.80% for an annual fee and revenue sharing generates .15% of offsets, the net fee 
paid will decrease to .65% (Note: that the timing of the “credit” offset  is 
dependent upon the timing of the distribution of the revenue sharing fees by the 
mutual fund.  Currently there are no IRS requirements as to when this has to occur 
however most mutual funds distribute on a minimum of an annual basis). 
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The fees that come with the new program are either flat or are set up to decline as 
the program grows.  You will have to evaluate your current portfolio to determine 
if you would be paying more fees under the new plan.  To figure this out I would 
ask your current provider to show you where the fees are in your portfolio and not 
take the general statement of “ our fees are lower” at face value.  You need to 
have all of the facts in order to make an informed decision. 
 
 

10. Right now I participate with Fidelity and Vanguard directly.  Can I keep my 
same investments under the new plan? How will fees work with these   
investments? 

 
Given that there is no “middle man” with your Fidelity and Vanguard 
investments, you are able to do a transfer in kind to the same funds held by The 
Standard.  You will be able to do this one of two ways: 

 First, if the fund you are currently in is in “bucket 1” – the top 29 
performing, low cost mutual funds- you would do an in-kind transfer 
to that fund.  Other than the management fee of the flat $40 and the 
declining management fee of .80, the only other fee associated with 
the investment is the fund expense. 

 However, if the fund you are currently in is not in “bucket 1” then you 
would access it through the Schwab Personal Choice Retirement 
Account (PCRA) (where you have in excess of 5,300 additional funds 
to select from over and above the 29 captured in “bucket 1”.)  There is 
a $35 cost to access the Schwab PCRA for the entire year.  This is 
typically the same as the statement fee that Fidelity, Vanguard and 
Putnam charge for annual statement fees. 

 
Each individual will have to evaluate the cost of the investment that they currently 
have as compared to the cost of the investment through The Standard.  It may be 
that you leave your prior contributions in the current account that you maintain; 
however, to participate in the Chelsea School District 403(b) plan after January 1, 
2009, all new contributions will have to go through The Standard. 
 
One other item to note is that if there is revenue sharing from any of the funds 
selected from the Schwab PCRA, Schwab keeps these fees and they do not return 
back to offset the cost of the management fees. 

 
 
11.  I have heard that I won’t be able to access the investments that I currently have.  

Is this true? 
 
The Standard platform offers access to over 5,300 mutual funds.  With this range 
of offerings, although not guaranteed, it is very likely that you will be able to 
access any mutual fund that you are currently in.  The complete list of investment 
products available can be accessed at the Schwab website: Mutual Fund 
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OneSource Select List® . (If you can’t hook into the listing from this link, then go 
to www.schwab.com and then click on the tab called “Investment Products”, click 
on “Mutual Funds” then click on “Mutual Fund OneSource Select List”.)    
 
The only instance where this statement is true is with fixed or variable annuities.  
These investment options are not offered through the new 403(b)7 plan as these 
are not considered eligible (legal) investments in that program.  If you currently 
invest in an annuity, you will not be able to invest in the identical investment 
product.  Many of the annuities are actually sub-advised by other mutual fund 
advisors.  Your investment prospectus should state this sub-advisor information. 
 
One other item to note is that should you decide to select your funds from the 
Schwab Personal Choice Retirement Account (PCRA- the brokerage option), The 
Standard makes no representations, good or bad, on the performance of those 
funds.  

 
 
12. At the original presentation to staff it was mentioned that there would be 

Target-Retirement Date Portfolios available. I didn’t see those mentioned.  Will 
they still be offered? 

 
Target Date and Lifecycle funds are available in Bucket 4. The Schwab PCRA 
provides you access to target date/lifecycle funds from DWS Scudder, Eaton 
Vance, Fidelity Advisor, Goldman Sachs, John Hancock, JP Morgan, MFS, 
PaydenFunds, RiverSource, Schwab, TRowe Price, and Vanguard. 

 
Each Target Retirement Date (TRD) Portfolio is comprised of multiple Target 
Retirement Date (TRD) Funds.  In order to include these funds, we would have 
had to select the TRD Funds as one of our top 29 “best in class” and these funds 
did not show performance that met or exceeded our mutual funds selected.  In 
addition, the portfolios offered in “Bucket 2” contains portfolios of mutual funds 
that are guided by the investment advisors at The Standard that you as an 
individual can control as to the level of risk that you would like to have.  We have 
found that some participants, although may retire in 2020, will only be retiring 
from their “first job” and don’t necessarily want to automatically put funds into a 
conservative investment mode at a certain time period.  With “Bucket 2” you have 
a lot more flexibility in the investments that you chose to invest in and match it 
better to your personal needs. Therefore, at this point there will not be a TRD 
Portfolio option. 

 
 
13.  Will the new program offer Roth Investments? 
 
 Not at this time. 
 
 



Page 9 of 21 

14.  I have heard that Class A, B and C mutual fund retail shares offered by my 
current provider are different than institutional R5 shares and not as good to be 
in my portfolio.  Is this true? 

 
The only difference between a Class A, B or C share and a R5 share are the fees 
associated with them.  Class A, B and C are considered retail shares and come 
with higher overall fund fees.  In addition, all of these come with front end (Class 
A) or back end (Class B & C) loads.  An R5 share is the exact same type of share, 
purchased at the same price as Class A, B or C share, but with lower ongoing fees 
and no load expense on the front end or the back end (and, typically the internal 
fees are .22-.26% lower than the A share due to purchasing power of the group 
assets.) 

 
 
15.  What is the minimum contribution that I can make into the new plan? 
 

There is no minimum to participate in the 403(b) program offered through The 
Standard. However, keep in mind that the fees, particularly the $40 annual fee per 
participant, will have a tendency to erode small investment balances. This is also 
true of most mutual funds or annuity investments in the current 403(b) plan. 

 
 
16.  Can I contribute a flat dollar amount per paycheck or a percentage of my pay? 
 

This plan and most retirement plans do deferrals based on a percentage of salary, 
capped at the annual IRS limits. This is better especially for employees whose 
paycheck fluctuates during periods of school breaks. However, school districts 
have traditionally done elective deferrals based on a flat dollar election. The 
Standard can do either. However, if you intend to do your elections through the 
website or if you participate in the Mainspring Managed account (Bucket 3), 
then you must make your election by percentage. Elections by flat dollar amount 
must be done by filing a paper form.  
  

 
17.  With regards to contribution limits, which catch-up provisions will be available 

to me through the new plan? 
 
 In addition to the base contribution level, the plan will offer the 414v (aka “Over 

 50”) catch-up provision. 
  
 
18. I have heard that there are other providers that can offer the same fee structure 

as what will be offered with the new plan, and that we could keep our current 
structure (access to the current 10 vendors).  Is this true? 
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In short, no.  Now that providers know what was offered (by The Standard), they 
are revising their original proposals (that were submitted during the original 
evaluation process) to be more competitive.  

 
In addition, these same providers still wanted to put their own products in the 
fund line-up which would result in additional revenues for the administrator of the 
plan; therefore they could not meet the independent fiduciary requirement of our 
plan.  Clearly, those who wanted to act as a third party administrator without 
independence from any fund or product would not be looking out for the best 
interest of the participants.  The registered investment advisors at The Standard 
are able to choose funds for participants that are best-suited for the participant 
without the potential bias that might enter their decision-making if their 
compensation was related to which funds are offered. 
 
As a final point, many of the providers that responded to the Request for Proposal 
actually had no experience in providing recordkeeping or compliance for 403(b) 
retirement plans. 

 
 
19. What will happen to the funds that have investment with my current 403(b) 

provider? 
 

Chelsea School District is not requiring staff to transfer any of their current 
investments over to the new plan.  However, although staff members have the 
option of leaving funds where they are, they also have the option of transferring 
them into the new plan after January 1, 2009. 

 
 
20. If I would like to transfer my funds to the new plan, how do I go about doing 

this? 
 

If you are interested in transferring your current funds to the new program, please 
pull the “Checkist for 403(b) Transfers” off of the web site (under District 
Departments, Business and Finance, then at bottom of left column, 403(b) 
information. 

 
 
21a. Will I be able to access my funds for hardship withdrawals? 
 

Yes. We will allow hardship withdrawals on any money held in the new 403(b) 
plan at The Standard. The Standard will be doing all the necessary compliance 
work. The participant who initiates a hardship withdrawal will pay a processing 
fee of $150, if the hardship is actually approved and a distribution takes place. 
There is no repayment of hardship withdrawals. 
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For compliance reasons, hardship withdrawals will no longer be allowed on any 
403(b) assets held outside The Standard. If you would like access to your other 
403(b) assets through hardship withdrawals, you should consider rolling over 
your existing 403(b) assets into The Standard. 

 
 

21b. Will I be able to access my funds for loans? 
 

Yes. We will allow loans on any money held in the new 403(b) plan at The 
Standard. The Standard will be doing all the necessary compliance work. The 
participant who initiates a loan will pay a loan-processing fee of $125. Repayment 
of the loan will be done through payroll deduction on an after-tax basis. 

 
For compliance reasons, loans will no longer be allowed on any 403(b) assets held 
outside The Standard. If you would like access to your other 403(b) assets through 
loans, you should consider rolling over your existing 403(b) assets into The 
Standard. 

 
 
22. Many discussions have been going around about “personalized” service.  Right 

now I get that personalized service from my current provider.  How will The 
Standard address this? 

 
The Standard offers as much or as little involvement as you want in your 
investment plan.  If you are looking for assistance with your retirement portfolio, 
The Standard will be offering the following support to staff members: 

 Guided Portfolios – These portfolios will be set up so that you answer 
a 6 -10 question “interview” to determine your risk tolerance.  Once 
that is determined, you may direct your contributions to the portfolio 
that matches your risk tolerance (e.g. conservative, moderate, 
aggressive, etc.).  These portfolios are comprised of the top funds for 
the category of risk that you have selected. 

 Mainspring Managed Portfolio - For $10/month you can have a one-
on-one contact with a financial planner at The Standard.  They will 
assist you will all aspects of your retirement fund.  If you would like, 
you can use multiple advisors or be hooked up with one specific 
individual that you deal with on a long-term basis. 

 “Feet on the Street” – This is the term we use for individual face-to-
face meetings.  The Standard will have a number of investment 
advisors available during the open enrollment period and then have 
staff available to Chelsea School District staff members on-sight at 
periodic times throughout the year.  

 Schwab PCRA – The ultimate in flexibility for investing.  For an 
annual fee of $35 you can access any mutual funds that are 403(b) 
eligible which may also facilitate your ability to work with your 
current financial advisor.  The fees related to continuing your 
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relationship with your current advisor will be up to you and your 
advisor to determine. 

 
One of the major advantages of The Standard’s personalize service is that you 
will know how much you are paying for investment advice.  There are no variable 
fees for investment advice attached to any of the services noted above.  Guided 
portfolios have $0 fees (other than fund fees and The Standard management fees 
mentioned previously) and the Managed Portfolio is a flat $10/month fee. Another 
positive of this fee is that it is a flat fee – it will not grow as your investment base 
grows. 

 
 
23.  Will I have to notify my current provider of this change or will the District? 
 

All of the current plan providers of the District are aware of the process and the 
decision that has been made with regards to the 403(b) plan that is effective 
January 1, 2009.  In addition, the District will send out a final letter in December 
as a reminder. 

 
 
24.  I really like my current provider/advisor.  Can I keep contributing to them after 

January 1, 2009? 
 

No, not through the District 403(b) Plan.  Effective January 1, 2009, all of the 
current 403(b) providers will be considered in-eligible, unapproved providers; 
therefore, contributions will not be able to be forwarded to them. However, there 
have many providers that have informed the District that they will continue to 
counsel current participants on how to place future contributions into the new 
plan.  You will need to contact your advisor directly to see if this option is 
available to you. 
 
Now, there are many after-tax investments that are available to any individual and 
I’m sure your current provider offers some of those.  You may want to look into 
that option also.  Again, it is a personal choice. 

 
One important thing to keep in mind is that if you are not moving your funds to 
the new platform, your current investment advisor should still be servicing you on 
the funds you have with them – you are still paying them through fees to do this. 

 
 
25.  Are my investments safe with The Standard?  What will happen if the company 

declares bankruptcy? 
 

All assets contributed through The Standard are held in the mutual funds 
purchased; no cash or investments are held by The Standard.  Each individual’s 
investment in the mutual funds is done on an individual basis within the Chelsea 
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School District 403(b) plan.  The Standard is the company that facilitates mutual 
fund transactions and performs recordkeeping for each account. 

 
 
26.  How can I find out more information about The Standard? 
 

Standard is a publicly traded company on the New York Stock Exchange (ticker 
symbol: SFG).  Further information can be obtained by visiting their web site at 
www.standard.com.  They are based out of Portland, Oregon. 

 
 
27.  Is the $35 fee to access the Schwab PCRA an annual fee if you select funds and 

remain in them while participating in the new 403(b) program or is it a one time 
fee (say to facilitate the transfer of like-kind investments from 
Vanguard/Fidelity)? 

 
Anytime an individual participates in the Schwab PCRA there is an annual fee of 
$35.  So, if you want to do an in-kind transfer of shares from Fidelity or Vanguard 
and the specific fund(s) that you are in are not in Bucket 1, then you a) will need 
to pay $35 to initially access the fund in Bucket 4 and b) if you continue to stay in 
that investment in future years then it will be a cost of $35 each year. 
 
So, to summarize, if you select a fund that is in Bucket 4, then you will pay the 
following fees: the $40 annual fee for the program; the $35 Schwab PCRA fee;  
the .73% declining asset value fee; and finally the fund expense ratio, which will 
depend on the fund that you select to be in. 

 
 
28.  If I decide to participate in the Mainstream Managed Portfolio and after a few 

months decide that it isn’t where I want to be, can I opt out of the election and 
therefore only be charged with the $10 per month fee for the months I elected to 
participate (or is the fee an annual fee of $120)? 

 
Yes.  If you would like to use the Mainstream Managed Portfolio assistance 
(Bucket 3) and after a month or two you decide it isn’t want you want, you can 
move out of Bucket 3 and no longer pay the $10 per month for the advisor. 

 
For instance, let’s say you start with the Mainstream Managed Portfolio in June 
2009.  After you get your investment advice and you are set up, you can opt to no 
longer pay the Bucket 3 price of $10/month and move to Bucket 1.  You would 
move to Bucket 1 with the thought that The Standard advisor set you up in certain 
funds in Bucket 3 (that carry from Bucket 1).  You know what that 
distribution/placement of your investment is.  You can replicate it in Bucket 1 all 
by yourself. You pay $10, get the advice, move to Bucket 1, set up the same 
investment structure and incur $-0- fees. 
 



Page 14 of 21 

The Standard is well aware that some participants do this, however they do not 
see this as the “norm”.  Usually participants select Bucket 3 as they truly want a 
“hands off” approach and find that it is worth the $10/month to receive the 
investment advice. 

 
 
29.  How many times can I change the amount of my contribution to the 403(b) plan 

during the year? 
 

You can change the amount at any time during the year, as often as you would 
like.  In order for your change to take effect on the check of the 8th of the month 
you need to have your information processed by the last day of the previous 
month, and for the pay of the 23rd of the month, by the 15th of the same month. 

 
 
30. How many times during the year can I change my investment structure if I 

participate in Bucket 1?  What about Bucket 2? 
 

You can change your investment structure as many times as you would like.  
Even if you are in Bucket 2 with the guided portfolios, you can start the year in 
the aggressive portfolio and move to other portfolios at any time (e.g. moderate or 
any of the others).  If you’re in bucket 1, you can select/de-select funds within 
Bucket 1 and move your investment around as much as you would like. 
 
If you opt for Bucket 4, for the $35 Schwab fee, you can move anything around 
that you want at any time. 
 
Obviously in Bucket 3, your advisor would counsel and advise as to any 
movement that he/she sees necessary. 

 
31.  How were the mutual funds selected for the Core Line-up in Bucket 1 and the 

 Guided Portfolios in Bucket 2?  
 
The funds were selected by The Standard in accordance with our plan’s Investment 
Policy Statement (IPS). The IPS outlines the criteria used and includes items such as 
fund expense ratios, manager tenure, style fund purity, and historical performance. 
The IPS can be found at http://www.wash.k12.mi.us/files/business/403bIPS.pdf. Note 
that this is a generic IPS and if you would like to review the Chelsea School District 
IPS (which is exactly the same) call the Finance Department and we will get a copy to 
you. 

 
The Standard is a Registered Investment Advisor (RIA) and is regulated by the 
Securities and Exchange Commission. A RIA is required to provide independent, 
unbiased advice to clients, and their compensation cannot be determined as a result of 
the investment choice recommended (i.e. commission-based). 
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An Investment Committee will be established for the purpose of meeting quarterly 
with The Standard to review the fund selection and performance. The Investment 
Committee for the Washtenaw/Wayne 403(b) Consortium will include the four 
original consortium representative and four other representatives to be named.  

 
 
32.  What happens if I chose an investment in Bucket 1 and it doesn’t continue to 

meet the Investment Advisors criteria for remaining as a fund that is offered?  
Are my investments transferred to the fund that replaces it and is there any fees 
assessed to me when this occurs? 

 
All of the investments in Bucket 1 are evaluated on a quarterly basis.  During the 
quarter that the investment falls below the investment criteria to stay in Bucket 1, 
it is placed on a watch.  If it does not improve within the next two quarters it is 
removed and a better performing fund takes its place. 
 
If this occurs, the amount you have in the investment that is removed is moved to 
the newly selected fund at no cost to you. 

 
 
33.  During the evaluation and selection process, a lot of emphasis was placed on the 
costs and fees associated with various plan structures. Since there is a fee charged 
by The Standard, how does that result in lower costs to plan participants? 
 
Our ultimate goal was to provide you with a retirement plan with all annual fees 
combined totaling less than 1% of your assets. In the RFP, the 40 individual districts 
were given the option to either accept or reject the recommendation of the consortium. 
We anticipated 80% participation; 16 of the 40 districts elected the plan. The actively 
managed moderate portfolio, including all of The Standard’s fees, is starting at 1.22% 
total annual costs. However, we are able to offer you a passive portfolio that has 0.92% 
total annual costs. And, the total annual fees will reduce over time:    
       1/1/09  at $250m consortium tier 

Moderate portfolio     1.22%   0.75% 
100% index moderate portfolio   0.92%   0.45% 
 

Total costs paid by current plan participants are comprised of several different types of 
fees: flat dollar ($), annual asset-based (%), and sales loads as a % of your investment. It 
is important to understand due to the changes in regulations, there is not an option for the 
current 403(b) plans to operate after January 1, 2009 in the same way they operate now. 
There would be some sort of administration fee to manage the plan after 1/1/09. 
However, the following chart provides a comparison between the current plans available 
(without the additional compliance requirements) and the new 403(b) plan (that is 
compliant with the new regulations): 
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 Retail 
Mutual Fund 
403(b) * 

Annuity  
403(b) ** 

New 403(b) plan *** 
Actively Managed 
Funds 

New 403(b) plan *** 
Passively Managed 
Funds 

Administration 
Fee 

- - $40 + 0.73% (top tier 
will be 0.26%) 

$40 + 0.73% (top tier 
will be 0.26%)

Internal Fund 
Management 
Fees 

1.30% 0.75% 0.67% 0.19%

Revenue Sharing 
Credited 

- - (0.18%) -

Sales Load 
(front-end) 

0.84% - - -

Sales Load 
(back-end) 

0.72% - - -

Insurance/M&E - 1.35% - -
Annuity riders 
and options 

- 0.65% - -

Average annual 
costs and fees 

2.86% 2.95% 1.22% 0.92%

* Average retail fund expense, can be more or less; source: Morningstar 
** Typical of annuity products, can be more or less; source: CNNMoney.com  
***New 403(b) plan based on the moderate guided portfolio with $60,000 portfolio 
assets  
 
More details on the fees associated with the new 403(b) plan can be found at 
http://www.wash.k12.mi.us/files/business/403bfeeanalysis.pdf 
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34.  What is the investment line-up for Bucket 1? 
 

Although the complete specification sheet is not available at this time (defining 
average returns, peer group ratings, expense ratios, etc.)  the following funds have 
met the criteria of the certified investment advisors at The Standard and will be 
included in Bucket 1: 

 
Investment Category Mutual Fund Ticker 
Large Growth MainStay Large Cap Growth A MLAAX 
Large Growth American Funds Growth Fund R5 RGAFX 
Large Growth Vanguard Gr Index VIGRX 
Mid-cap Growth Neuberger Ber Mid Cap Growth Inv NMANX
Mid-cap Growth Vanguard MdCap Gr Index VMGIX 
Small-Cap Growth Blackrock Small Cap Grth Eq I PSGIX 
Small-Cap Growth Vanguard SmCp Gr Index VISGX 
Large Blend Victory Diversified Stock R GRINX 
Large Blend Vanguard 500 Index VFINX 
Mid-cap Blend Aston/Optimum Mid Cap N CHTTX 
Mid-cap Blend Vanguard Midcap Index VIMSX 
Small-Cap Blend Royce Pennsylvania Mutual Inv PENNX 
Small-Cap Blend Vanguard Small Cap Index NAESX 
Large Value Eaton Vance Large Cap Value A EHSTX 
Large Value Vanguard Value Index VIVAX 
Mid-cap Value Artisan Mid Cap Value ARTQX 
Mid-cap Value Vanguard Mid Cap Value Index VMVIX 
Small-Cap Value Allianz NF J Sm Cap Value A PCVAX 
Small-Cap Value Vanguard Sm Cap Value Index VISVX 
Moderate Allocation Vanguard Bal Index VBINX 
Foreign Large Growth MFS International Growth A MGRAX
Foreign Large Blend American Funds EuroPac R5 RERFX 
Foreign Large Blend American Beacon Intl Eq Index AIIIX 
Foreign Large Value Harbor Intl Instl HAINX 
Intermediate Government Vanguard Int-term US Treas VFITX 
Short Government Vanguard ShtTm Fed VSGBX 
Intermediate-term Bond PIMCO Total Ret D PTTDX 
Intermediate-term Bond Vanguard Total Bond Index VBMFX 
Short-term Bond Vanguard Sh-Tm Bd Index VBISX 
Money Market Goldman Sachs FS Prime Obligation FST FPOXX 

 
34a.  What happens if I do not select a fund for my contributions to go into? 
  

Your contribution will automatically be deposited into the Vanguard Balanced 
Index Fund, which is our Qualified Default Investment Alternative as defined by 
our 403(b) plan 
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35.  What are the investments in the Guided Portfolios in Bucket 2? 
 

C = Conservative    M-A = Moderately-Aggressive 
M-C = Moderately-Conservative  A = Aggressive 
M = Moderate 

 
  

 
 
To read this chart: 
A “C” (conservative) portfolio would have 3% of the your contribution placed into the 
MainStay Large Cap Growth A fund, 1% in Neuberger Ber Mid Cap Growth Inv, 7% in 
the Vanguard 500 Index fund, etc. 
 
 
36.  I would like to defer more than I am able to under just the 403(b) program.  Is 
there another plan that the District offers that will allow me to defer more? 
 

Yes.  The District also offers a 457 plan, which is very similar to the 403(b) plan.  
Currently that plan is in compliance as there is only one vendor authorized to 
provide the plan and that is AIG Valic.  The 457 plan has identical limits as the 
403(b) plan and are kept separate.  Therefore, a staff member in 2008 could defer 
$15,500 under the 403(b) plan and another $15,500 under the 457 plan, for a total 
of $31,000 (if you are over 50, you can add another $5,000 to each plan giving 
you a total of $41,000 that could be deferred). 

 
 
 

 C M-C M M-A A 
Investment 
Category Mutual Fund Ticker 

3% 7% 10% 13% 16% Large Growth 
MainStay Large Cap 
Growth A MLAAX 

1% 2% 3% 4% 5% Mid-cap Growth
Neuberger Ber Mid Cap 
Growth Inv NMANX 

7% 13% 19% 26% 33% Large Blend Vanguard 500 Index VFINX 

2% 4% 6% 8% 10%
Small-Cap 
Blend 

Royce Pennsylvania 
Mutual Inv PENNX 

3% 6% 10% 13% 16% Large Value 
Eaton Vance Large Cap 
Value A EHSTX 

1% 2% 3% 4% 5% Mid-cap Value Artisan Mid Cap Value ARTQX 

3% 6% 9% 12% 15%
Foreign Large 
Blend 

American Funds 
EuroPac R5 RERFX 

50% 40% 30% 20% 0%
Intermediate-
term Bond PIMCO Total Ret D PTTDX 

30% 20% 10% 0% 0% Money Market 
Goldman Sachs FS 
Prime Obligation FST FPOXX 
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37.  How do I enroll in the new 403(b) plan? 
 

Approximately December 10th, every employee, regardless of whether or not 
you currently invest in the 403(b) plan, will receive a letter in the mail at your 
residence address of district record. The letter will provide you a login and PIN 
number for the new 403(b) plan. You may go online and enroll at any time. 
 
At approximately the same time, the District should be receiving the enrollment 
handbooks.  When these are received they will be distributed to current 
participants and current providers who request them. 

 
On December 16 at 3:30pm AND 6:00 pm in the Beach Middle School Media 
Center/Computer Labs, The Standard will be hosting an educational and 
enrollment meeting. Although The Standard will have additional printed 
enrollment booklets available at the meeting, it is expected that every current 
contributor who attends the meeting will bring the booklet previously 
distributed to them. 

 
Bring your PIN letter (and your spouse if you want!) to the meeting. The meeting 
will be held in the media center at Beach and then the computer lab will be 
available for those wishing to enroll after the meeting. The Standard will present 
the new plan, answer questions, and help you enroll. The PowerPoint presentation 
will be available on our website after the meeting. If you cannot attend the 
meeting held in our District, other local districts will also be hosting meetings on 
other days in mid-December. You may enroll in the new plan at that time after 
receiving your PIN letter. If you prefer, you may submit a paper enrollment form, 
which will be available at the meeting or by contacting the payroll office after the 
meeting. 

 
 
38.  Are there other meetings being held in Washtenaw and Wayne Counties that I  
       can attend if I am unable to attend the ones in Chelsea? 
 
 Yes.  The following meetings will be held at the following Districts/Dates/Times: 
 
 December 11, 2008 
 Whitmore Lake  4:00pm 
 Harper Woods   2:30pm and 3:30pm 
 Westwood Schools  4:00pm 
 
 December 12, 2008 
 Ypsilanti   3:00pm 
 Wayne RESA   11:00am and 1:30pm 
 Redford Union  4:00pm and 5:00pm 
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 December 15, 2008 
 Dexter Schools  6:00pm 
 Lincoln Park   2:45pm 
 Trenton   2:45pm and 3:45pm 
 
 December 16, 2008 
 Chelsea Schools  3:30pm and 6:00pm 
 Saline     5:00pm 
 Lincoln Park   3:30pm 
 Trenton   3:10pm 
 
 December 17, 2008 
 Lincoln Park   4:00pm 
 Westwood   4:00pm 
 Huron    3:00pm and 4:00pm 
 
 December 18, 2008 
 WISD    3:30pm and 5:00pm 
 Willow Run   3:30pm and 5:00pm 
 Grosse Ile   3:30pm 
 Lincoln Park   2:45pm 
 

 
39.  Can I put money into The Standard then do an in-service distribution and 
        transfer it to another 403(b) vendor or roll it into an IRA? 
 

No. You can access your 403(b) investments at The Standard through a loan, 
hardship withdrawal, or termination from service. If you do turn 59 ½ while 
employed, you are eligible to take an in-service distribution that is not subject to 
IRS penalties.  There is no other way to access to your assets while you are 
actively employed with out IRS penalties. The Standard is the only approved 
vendor after January 1, 2009. 

 
 
40.  What happens to my money/assets when I retire or otherwise terminate 
       employment?  
 

When you terminate employment you can: 1) leave your assets in the plan if your 
assets are over $5,000; 2) take a lump sum distribution (subject to 10% IRS 
penalty unless you are over 55 years old); 3) take a periodic distribution if you are 
over 55 years old; or 4) roll over your assets into a rollover IRA account with a 
vendor of your choice. The participant who initiates a distribution or periodic 
distribution will pay a one-time processing fee of $50.   
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41.  What if I don’t enroll in the new 403(b) plan with The Standard? 
If you do not enroll either on line or by paper form to establish a new account 
with The Standard, your 403(b) contributions will stop. Your previous 403(b) 
election becomes null and void because your current vendor is no longer an 
approved vendor in the new 403(b) plan. All contributions made after January 1, 
2009 must go to The Standard.   

 
 
42. What happens to all the money I currently have in my existing 403(b) plan? 

You can leave it where it is or you can transfer/exchange it into the new 403(b) 
plan. If you are considering transferring it into the new 403(b) plan, we have 
developed information that may help you with that process 
http://www.wash.k12.mi.us/files/business/403btransferchecklist.pdf 

 
 
43. Can I transfer my assets into the new 403(b) plan without selling my shares? 

If you have assets in mutual funds that are either listed in the core line-up in 
Bucket 1 or the Schwab PCRA in Bucket 4, you may be able to transfer your 
shares of mutual funds using an “in-kind transfer” if allowed by your current 
provider.  

 
The advantages of transferring your assets into the new 403(b) are potentially 
lower overall fees and a single statement for all of your 403(b) retirement assets. 

 


