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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 457 plan that will be implemented January 1, 2013.   

 

 

 

1.   Why was The Standard selected to be the single provider of the 457 Plan? 

 

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 of 

the individuals participating in the plan. 

 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 457 platform to ensure funds selected for the 

plan are proper for the retirement investment vehicle that a 457 plan is. 

 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 Washtenaw and 

Wayne Counties.  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. 

 

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

       everything all by myself? 

 

The new 457 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 
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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. 

 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 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 457 plan. 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).  Staff members 

participating in this option have the opportunity of paying $10 to have the 

portfolio set up for them and then STOP the program.  In essence, it offers a 

complete retirement plan analysis for a flat $10. 

 Bucket 4 – Brokerage Option. This bucket is the complete “hands on” 

approach.  For a $35 annual fee 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 457 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. 

 

3.  Will the new program offer Roth Investments? 

 

 No, the 457 Plan will not allow Roth Investments. 

 

 

 

 

 

http://www.schwab.com/public/schwab/investment_products/mutual_funds/expert_fund_picks?cmsid=P-1319626&lvl1=investment_products&lvl2=mutual_funds&
http://www.schwab.com/
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4.  Why is it important that I have access to institutional R5 shares of funds vs.  

Class A, B and C mutual fund retail shares? 

 

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.) 

 

 

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

 

There is no minimum to participate in the 457 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.  

 

 

6.  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.  

  

 

7.  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. 

  

 

8. What will happen to the funds that have investment in the Valic 457 plan? 

 

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, 2013. 
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9.  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 

complete the 457 Plan Asset Transfer form on the District Website under the 

Business and Finance Department, 403(b) and 457 Plan Information. 

 

 

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

 

Yes. We will allow hardship withdrawals on any money held in the new 457 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. 

 

For compliance reasons, hardship withdrawals will no longer be allowed on any 

457 assets held outside The Standard. If you would like access to your other 457 

assets through hardship withdrawals, you will need to roll over your existing 457 

assets into The Standard. 

 

 

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

 

Yes. We will allow loans on any money held in the new 457 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 457 assets held 

outside The Standard. If you would like access to your other 457 assets through 

loans, you will need to roll over your existing 457 assets into The Standard. 

 

 

12. How does The Standard address personalized service? 

 

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. 
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 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.  You can start and 

stop this program at any time – there is no long-term commitment to 

participate in this plan option. 

 “Feet on the Street” – Standard staff are 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 457 

eligible which may also facilitate your ability to work with your 

current financial advisor.  The fees related to continuing your 

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. 

 

 

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

 

Valic is aware of  the decision that has been made with regards to the 457 plan 

that is effective January 1, 2013.  In addition, the District will send out a final 

letter in December 2012 as a reminder. 

 

 

14.  Can I keep contributing to the Valic 457 program after January 1, 2013? 

 

No, not through the District 457 Plan.  Effective January 1, 2013, Valic will be 

considered in-eligible, unapproved provider; therefore, contributions will not be 

able to be forwarded to them.  

 

One important thing to keep in mind is that if you are not moving your funds to 

the new platform, your Valic investment advisor should still be servicing you on 

the funds you have with them – you are still paying them through fees to do this. 
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15.  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 

School District 457 plan.  The Standard is the company that facilitates mutual 

fund transactions and performs recordkeeping for each account. 

 

 

16.  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. 

 

 

17.  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 457 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 plan asset value fee (currently at  .60%); and finally the fund expense ratio, 

which will depend on the fund that you select to be in. 

 

 

18.  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 

January 2013.  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 

http://www.standard.com/
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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. 

 

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. 

 

 

19.   How many times can I change the amount of my contribution to the 457 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 8
th

 of the month 

you need to have your information processed by the last day of the previous 

month, and for the pay of the 23
rd

 of the month, by the 15
th

 of the same month. 

 

 

20.  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. 

 

21. 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 on the District Web Site under Business and Finance 

Department, 403(b) and 457 Plan information.  

 

The Standard is a Registered Investment Advisor (RIA) and is regulated by the 

Securities and Exchange Commission. A RIA is required to provide independent, 
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unbiased advice to clients, and their compensation cannot be determined as a result of 

the investment choice recommended (i.e. commission-based). 

 

An Investment Committee has been established for the purpose of meeting quarterly 

with The Standard to review the fund selection and performance of the 403(b)/457 

plan investments. 

 

 

22.  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. 

 

 

23.  I would like to defer more than I am able to under just the 457 program.  Is 

there another plan that the District offers that will allow me to defer more? 

 

Yes.  The District also offers a 406(b) plan, which is very similar to the 457 plan.  

The 403(b) plan has identical limits as the 457 plan and are kept separate.  

Therefore, a staff member in 2013 could defer $17,500 under the 403(b) plan and 

another $17,500 under the 457 plan, for a total of $35,000 (if you are over 50, you 

can add another $5,000 to each plan giving you a total of $45,000 that could be 

deferred). 

 

 

24.  Can I put money into The Standard then do an in-service distribution and 

        transfer it to another 457 vendor or roll it into an IRA? 

 

No. You can access your 457 investments at The Standard through a loan, 

hardship withdrawal, or termination from service. If you 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, 2013. 
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25.  What will happen if I am currently participating in the Valic 457 plan and I 

don’t enroll in the new 457 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 457 contributions will stop. Your previous 457 election 

becomes null and void because your current vendor is no longer an approved 

vendor in the new 457) plan. All contributions made after January 1, 2013 must 

go to The Standard.   

 

 

26. What happens to all the money I currently have in my existing 457 plan? 

You can leave it where it is or you can transfer/exchange it into the new 457 plan. 

If you are considering transferring it into the new 457 plan, you will need to make 

sure that there are no surrender fees related to your transfer from Valic and then 

complete The Standard Asset Transfer Form (found on the District Web Site). 

 

 

 


