
The University of Notre Dame 
403(b) Retirement Plan Redesign 

Q&A – April, 2014 
 
Dear Faculty & Staff: 

In the upcoming weeks, representatives from the University will engage various constituent 
groups in dialogue about enhancements to the University of Notre Dame 403(b) Retirement Plan. 
This Frequently Asked Questions provides answers to some of the questions we anticipate may 
come up during interactions with the University community. 

What Will Not Be Changing 

1. Is the University changing the benefit level that is in place today? 

In order to create a strong foundation for retirement security, the University provides 
various retirement plans to its Faculty and Staff. The following retirement plan components 
will continue to help them save for their retirement:  

 Staff Employees’ Pension Plan – for eligible non-exempt staff. 

 University of Notre Dame 403(b) Retirement Plan – mandatory tax deferred savings for 
Faculty and Exempt Staff; and 

 University of Notre Dame 403(b) Retirement Plan – voluntary tax deferred savings for 
all Faculty and Staff; 

There is no intention to change the benefit level of the University’s retirement plans. For 
example, the University’s contribution rate to the 403(b) Retirement Plan for faculty and 
exempt staff will continue to be 10% of your regular salary, and eligible faculty and staff 
are required to contribute a Mandatory Employee Contribution of 5% of regular salary to 
the plan. In addition, the University of Notre Dame 403(b) Retirement Plan allows all 
employees – faculty, exempt and non-exempt staff, full and part-time/temporary – to make 
Voluntary Employee Contributions on a tax-deferred basis to a 403(b) tax sheltered 
account. The minimum amount that you may contribute is $10 per month or $120 per year. 
The maximum amount per year that you may defer in voluntary contributions is as follows: 

Year Maximum** Age 50* Total Maximum** 
2014: $17,500 + $5,500 = $23,000 

*If you turn age 50 before the end of the calendar year, you may defer the additional 
$5,500. 

Strategic Review Process 

2. What process has brought the University to the point of considering changes? 

In the fall of 2012, the 403(b) Investment Committee (“the Committee”), which has 
fiduciary responsibility for the 403(b) Retirement Plan, began a long-term strategic project 
of evaluating our existing 403(b) Retirement Plan with Fidelity, TIAA-CREF, and 
Vanguard. This project was initiated for several major reasons:  
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 An overarching desire to provide world-class retirement plan solutions to Faculty and 
Staff, including adding a ROTH option, ensuring transparent and reasonable fees, and 
providing customized and personalized communication materials. 

 An objective to contain or reduce administrative recordkeeping and investment option 
expenses paid by participants. 

 The goal to offer “best-in-class” investments and improve the participant experience 
through a streamlined investment structure and a self-directed mutual fund window. 

 A strong desire to offer more unbiased and independent retirement advice and 
investment education and to improve the retirement readiness of Faculty and Staff. 

 Adapt to changes in the legal and regulatory environment that impose fiduciary duties 
and significant oversight responsibilities on the University.  

3. Why did the University hire a third party consultant? 

The Committee elected to engage the services of a third party independent consultant to 
help manage the strategic review process. Working with an organization that knows and 
understands the many challenges and significant opportunities facing the higher education 
marketplace and who does not represent any particular investment company adds 
important perspective and expertise to the process. After a request for proposal (RFP) and 
interviewing the finalist consulting firms, the Committee chose Hewitt EnnisKnupp. Hewitt 
EnnisKnupp’s first assignment was to review the 403(b) Retirement Plan and compare it to 
industry best practices and identify potential areas for improvement. Their findings gave 
reason to believe that certain plan enhancements could be made that would benefit 
participants. 

4. What were some of the key conclusions from the strategic review? 

While not everyone has the same investment objectives, knowledge, retirement time 
horizon, or tolerance for risk, improvements can be made to the 403(b) Retirement Plan to 
benefit all participants by: 

 Simplifying the recordkeeping process to comply with Internal Revenue 
Service/Department of Labor requirements to enable participants to benefit from tax-
deferral of contributions and earnings until benefits are distributed from the plan. 

 Leveraging the value of the University’s combined retirement assets to lower 
administrative and investment management costs paid by plan participants. High 
administrative costs impact participants' investment earnings potential. One of the 
University’s goals is to ensure plan participants pay competitive fees for the 
investments and services provided. 

 Simplifying the investment process and encouraging participation by offering an 
improved investment menu with a wide variety of competitively priced funds. 

 Providing unbiased, independent investment education and advice. 
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5. Why does the University need to make any changes to the 403(b) Retirement Plan? I 
like the current providers and don’t want or need changes. 

We know that any change can be disruptive. However, there are several reasons for 
undertaking these enhancements: 

Effective January 1, 2009, IRS rules imposed new responsibilities on recordkeepers in 
order to maintain the tax-favored status of their 403(b) plan. Since the University uses 
more than one recordkeeper, these new IRS rules require elaborate coordination among 
the recordkeepers in ways that have not occurred in the past. As a result, there are 
significant challenges to ensuring compliance with regulations when working with three 
different recordkeepers with different technology and processes. Using a single 
recordkeeper will facilitate compliance with IRS requirements, provide the best service to 
Faculty and Staff, and reduce fees.  

In addition, a number of Faculty and Staff have said that the number of investment options 
available within the 403(b) plan is confusing. A redesigned investment lineup offering a 
core group of monitored funds means that the 403(b) Retirement Plan will offer a range of 
investments to allow you to diversify your investments among the different asset classes. It 
will also mean that each investment will be reviewed by the Committee to determine 
whether it is a sound investment option that offers good investment returns and 
reasonable fees, relative to other funds in that asset class. 

Simplified Recordkeeping 

6. Why did the Committee consider changes to the multiple provider service 
structure? 

For many years, the University’s 403(b) Retirement Plan has been administered by 
multiple service providers – Fidelity, TIAA-CREF, and Vanguard. While the multiple 
service provider structure has been common in higher education, it is rarely seen in the 
corporate sector and other non-profit organizations. In recent years, there has been a 
trend in higher education towards consolidating recordkeepers as a means of reducing 
costs and enhancing outcomes for faculty and staff. Consolidating recordkeepers can 
provide the 403(b) Retirement Plan and its participants with the following advantages: 

1. Improved Participant Communication and Education 
Effective communication is overly complicated with multiple service providers since 
recordkeepers may provide advice that is in their best interest but not necessarily 
that of the participant. Under the single recordkeeper structure, participant 
enrollment and employee education will become more efficient. Participants will 
benefit from customized and consistent enrollment, education, and ongoing 
communication materials. Moreover, this enhanced benefit will give the University 
a competitive edge in attracting and retaining employees. 

2. Efficiencies of Administration and Monitoring 
A single provider can be hired to provide services for the vast majority of the 
administrative monitoring requirements necessary under the new regulatory 
environment. A single service provider structure offers a centralized way for the 
University to accomplish many or all of its administrative responsibilities and 
receive accurate and timely reporting on plan activities in addition to regular 
monitoring and reporting on the investment funds available to participants. 
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Moreover, with most recordkeepers now offering “open investment architecture”, 
the University no longer needs to enlist multiple service providers to offer a broad, 
cost-effective investment menu to participants. The University is also committed to  
adding supplementary features to the Plan like a Roth contribution option.  

3. Cost Efficiencies 
Having a multiple recordkeeper structure that allocates participant assets into 
individual accounts held at separate service providers can result in higher costs. 
The University can enhance its “purchasing power” and negotiate lower, more 
transparent administrative and investment fees by transitioning to a consolidated 
service provider structure that leverages aggregate plan assets and allows 
participants to benefit from lower asset management costs. 

7. Why is the University changing the retirement plan’s provider of recordkeeping 
services? 

The Committee initiated changes to its retirement plans as a result of new IRS 403(b) 
regulations. In response to these new regulations, investment industry standards are also 
changing, including increased transparency and recordkeeping service provider 
consolidation. Recordkeeping service provider is the term that is traditionally used for the 
vendor(s) that maintains the contribution, investment, and distribution records for all 
participants and provides regular investment statements. Typically the provider of 
recordkeeping services also provides a trust account in which participants’ assets are 
held. Recordkeeping service providers may also provide retirement education and 
investment advice to participants. 

8. What was the recordkeeper selection process? 

A Request for Proposal (RFP) was prepared and distributed to the 403(b) Retirement 
Plan’s three current recordkeepers (Fidelity, TIAA-CREF, and Vanguard), as well as to 
other companies that are prominent in the 403(b) marketplace. The RFP contained an 
extensive list of questions on topics such as client service, monitoring and reporting, 
service capabilities, technology offerings, investment flexibility, fees, investment tools and 
services, communication programs, quality standards, etc. 

The responses were reviewed and scored by the consultant based upon established goals 
and criteria. The Committee then reviewed the results of the evaluative process, solicited 
advice from outside legal counsel and discussed any critical issues that were identified. 
Based on the scores and discussion surrounding these critical issues, the Committee 
selected three firms as finalists. The finalists were invited to present to the Committee, 
required to answer any outstanding questions, and demonstrate why they should be 
selected. 

After the three finalist presentations, the Committee deliberated and recommended the 
recordkeeper(s) and investment funds that best meet the goals  

9. What do I need to do? 

The transition guide, which you will receive at your home address of record in early 
September, will contain detailed information about what action is required by you. Each 
Faculty and Staff member will need to provide Fidelity with beneficiary information for their 
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new accounts, and will need to elect investment options from the new three tier investment 
menu during the early choice period (October to December 2014). 

10. Why was Fidelity chosen to be the provider of recordkeeping services over TIAA-
CREF or Vanguard? 

All of our current vendors, Fidelity, TIAA-CREF, and Vanguard, along with other 
recordkeeping service providers, were part of the request for proposal (RFP) process. 
Fidelity won the bid due to their leadership and expertise in the higher education market, 
their top-quality recordkeeping and retirement planning capabilities, their overall flexibility 
to meet the investment and education needs of Faculty and Staff, and their competitive 
pricing proposal.  

11. What experience does Fidelity have with these types of transitions? 

Fidelity has completed a number of these types of transitions, including 12 with institutions 
of similar size and complexity to the University’s 403(b) Plan. Examples include, Arizona 
Board of Regents, Michigan State University, Oregon Health & Science University, Purdue 
University, Rochester Institute of Technology, Stanford University, The University of 
Miami, The University of Missouri, The University of Oklahoma, The University of Virginia, 
The University of Washington, and Virginia Tech. 

Simplified Investments 

12. Why does the investment process need to be simplified? 

With more than 300 investment options available, it is extraordinarily difficult for the 
University to review the performance of all the funds and replace underperforming funds 
as necessary. In addition, participants have difficulty understanding all the investment 
choices and making their investment decision. While additional fund choices may be 
perceived as a benefit, numerous researchers have concluded that more fund alternatives 
typically leads to confusion and adverse portfolio choices among participants. More 
importantly, evidence has shown that these extra choices do not help participants form 
better portfolios or save for retirement. Decreasing the number of investment funds will 
reduce fund overlap; improve investment quality, and lower fees. 

13. Why did the Committee propose modifying the investment choices under the 403(b) 
Retirement Plan? 

The Committee’s goal is to maintain a broad array of investment options with reduced 
participant costs. The current program includes redundant investment options, potentially 
higher fees, and too many choices, resulting in confusion as to account diversification. 
Eliminating investment options with overlapping investment styles will reduce confusion in 
the fund selection process for participants. In addition, decreasing the number of 
investment options will allow more effective communication and monitoring of the 
individual investment options. Moreover, the new menu will provide participants with the 
ability to reduce overall expenses and diversify their portfolios from a broad spectrum of 
investment options. 

14. Does investment process simplification mean I will have fewer investment choices 
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Yes and no. The proposed tiered investment structure will have a limited number (12) of 
diversified “core” investment funds that will be monitored by the Committee for their 
continued viability and integrity. However, there will also be a self directed mutual fund 
window that will give participants access to a universe of thousands of mutual funds from 
hundreds of mutual fund companies. This feature will appeal to those participants who 
want the flexibility to invest outside of the “core” line-up of funds and believe they have the 
level of investment sophistication necessary to do so. The core “best-in-class” funds will 
be selected in an “open investment architecture” environment. Open architecture refers to 
the University’s ability to choose from the entire universe of options when deciding on its 
list of investment funds — not just those provided by the recordkeeper. 

15. Besides investment process simplification, are there other reasons to consider 
changing the investment lineup? 

Currently, the 403(b) Retirement Plan has more than 300 investment options among the 
three recordkeepers. There are three main reasons to reduce the number of funds in the 
plans: 

1. Research has shown that excessive choice in a retirement plan causes many 
participants to make adverse portfolio choices or postpone decision making regarding 
their investments. 

2. By consolidating contributions into fewer funds with less redundancy, the University 
can increase its purchasing power and obtain institutional pricing with lower overall 
expense ratios for the collective benefit of all participants. 

3. With hundreds of funds in the plan, the Committee has difficulty fulfilling its fiduciary 
responsibilities. Non-compliance can result in serious adverse consequences for all 
participants. 

Streamlining the investment menu to reduce the number of funds with overlapping 
investment styles will reduce confusion in the fund selection process for participants. In 
addition, decreasing the number of investment funds will allow for more effective 
communication and monitoring of the individual investment options.  

16. How will the “tiered” investment structure be beneficial to participants? 

The tiered investment structure will provide participants with a broad range of distinctive 
investment options, but not so many that, when faced with choices, they will have a 
difficult time structuring an investment portfolio. A tiered investment structure packages or 
categorizes investment options in a manner that guides participants through the 
investment decision-making process. Participants first select a path that is appropriate for 
them given their: 

 Investment knowledge 

 Time for managing their own investment portfolios 

 Tolerance for risk 

 Interest in making asset allocation decisions and selecting investment options 
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The tier’s investment options and participant education materials are then tailored to meet 
participants' needs. For example, a disinterested investor who lacks the time for managing 
their own investment portfolios or a novice investor who is uncomfortable making their own 
asset allocation decisions and selecting funds may select a pre-mixed asset allocation in 
Tier I. The communication materials will then assist the participant in selecting the 
appropriate Target Date Retirement Fund based primarily on their time horizon and/or risk 
tolerance. 

By limiting the number of choices available to employees in the “core” line-up of funds, the 
Committee will be better able to monitor the funds offered to participants to ensure their 
continued viability and integrity, increasing the likelihood that employees will earn better 
long-term performance. 

17. Will I continue to have a guaranteed interest annuity option?  

Yes, the University recognizes the importance of providing a capital preservation 
investment option to participants and will continue to offer a fixed annuity option with a 
guaranteed 3.0% minimum crediting rate for future investing. This is a Met Life product 
with full liquidity. 

18. Who decided on what funds are offered? 

The University’s 403(b) Investment Committee. This Committee uses a rigorous manager 
search process as identified in the 403(b) Retirement Plan’s Investment Policy Statement 
to identify “best in class” funds with strong investment processes, reasonable risk, and 
reasonable fees. The Plan’s Investment Policy Statement can be found at the new 
University of Notre Dame retirement program website, found at www.netbenefits.com/nd. 

19. Will the self-directed mutual fund window have extra costs? 

Yes, while participants who elect to use the self-directed mutual fund window will not pay 
an annual account service fee, some funds may have transaction fees or sales loads. You 
will have the option to search for funds that do not have transactions fees or sales loads. 
However, it is important to remember that participants can avoid these extra charges by 
utilizing the funds in the “core” investment lineup, many of which will have low, institutional 
expense ratios.  

20. How are retirees affected? 

Current retirees will be affected the same as all participants. Investments in TIAA-CREF’s 
annuity products such as TIAA Traditional and CREF Stock will remain in place unless the 
participant moves them into the new investment menu. This movement can take place in 
October or in the future as desired by the participant. TIAA-CREF mutual funds will be 
automatically transferred or “mapped” to the new investment menu based on a 
participant’s election and the fact that target date funds associated with a participant’s date 
of birth will be the default if no action is taken. 

Investments in Fidelity and Vanguard mutual funds will be transferred into the new line-up 
as you select your new investments. If you don’t select your new investments, they will be 
invested in the target date fund associated with your date of birth.  
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The brokerage window will also allow for a one-time, “in-kind” reinvestment into eligible 
mutual funds.  

21. What happens if my favorite investment fund is not available?  

The new investment menu will continue to offer a sufficient range of choice to allow 
participants to form well-diversified portfolios. Most or all of the mutual funds offered by the 
current recordkeepers will be available on the redesigned investment menu or through the 
self-directed mutual fund window. Since annuities are proprietary investment products 
offered by insurance companies, they will not be available through the mutual fund 
window. However, it is likely that a near-equivalent mutual fund product will be available.  

To help participants learn more about the new investment menu, there will be 
comprehensive education and communication in a variety of mediums to introduce all the 
benefits of the new 403(b) Plan to Faculty and Staff as well as to provide further detail on 
the investment menu. For example, there will be numerous on-site seminars and meetings 
to provide education as well as written communications and a web portal. Internet tools will 
also be available to help participants review investment funds and plan enhancements. 

22. I have money in TIAA annuities and my future money will be with Fidelity. When I 
retire can I move the Fidelity money into the old TIAA annuity?  

No, but at retirement you can choose to open a personal IRA with the provider of your 
choosing, including TIAA-CREF. 

23. If I have balances in annuity investments that are not transferred (considered 
frozen), can I transfer balances among these annuity investments after January 1, 
2015? 

Yes, investments remaining with a frozen recordkeeper may be moved within the 
investments offered by that recordkeeper as allowed by that recordkeeper. This will allow 
for rebalancing. However, investments moved out of a frozen recordkeeper and remaining 
within the University’s 403(b) Plan may only be moved to Fidelity and the new investment 
menu. 

Reduce Plan Costs 

24. One of the University’s goals is to ensure Faculty and Staff pay competitive fees for 
the investments and services provided. How are service fees being paid today? 

Administrative and investment management fees are currently paid by participants through 
the expense ratios of the investment options they have selected. Fees are taken before 
earnings are credited to participants' statements, reducing their return on their 
investments. Reducing plan fees will allow for more retirement earnings to accumulate for 
participants. 

Even small differences in fees can translate into large differences over time.  

For example: 
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• If a participant invests $10,000 in an investment option that produces an 8% 
annual rate of return before expenses and has annual operating expenses 
of 1.5%, then after 20 years the participant would have roughly $35,236.  

• However, if the investment option has expenses of only 0.5%, then the 
participant would end up with $42,479 – a 21% difference. 

25. I thought I only paid the investment management expense ratio for my funds. Am I 
paying for plan administration too? 

Yes. In the current “bundled” administration arrangement, administration and investment 
management expenses are being paid from an internal charge against assets invested in 
the Plan’s underlying funds. This creates an environment that is confusing and handicaps 
the University from acting prudently to defray unreasonable administrative expenses.  

26. Is the restructured fee arrangement fairer to participants? 

Yes. As noted earlier, participants with higher average balances are subsidizing lower 
balance participants’ cost to participate in the Plan. And because the price is asset-based, 
as the participant’s account balance goes up, his or her fees go up — even though the 
level of service remains the same. 

Moving to an explicit, hard dollar administrative fee and incorporating lower cost 
institutional share classes of mutual funds has merits beyond simple fee transparency. 
Structuring the 403(b) Plan so that each participant pays a fixed amount for administrative 
recordkeeping will be more equitable. And, experience has shown that the fee 
transparency gained through an “unbundled” administrative recordkeeping solution, with 
little or no revenue sharing, will result in meaningful participant fee savings. 

Clear, Effective Participant Communication 

27. How will the proposed restructuring result in clearer, more effective 
communication? 

Research has shown that participant communications are negatively impacted in a multi-
recordkeeper structure as any education that occurs is usually a by-product of a sales 
pitch from recordkeeper’s competing for participant accounts. An administrative 
configuration that eliminates ambiguity for participants and focuses on a consistent effort 
of employee engagement and active planning is ideal. A single recordkeeper structure 
does just that. 

Fiduciary Considerations 

28. What are the University’s fiduciary responsibilities? 

Fiduciaries have important responsibilities and are subject to certain standards of conduct 
because they act on behalf of the participants in retirement plans. These responsibilities 
include:  

 Acting solely in the interest of plan participants and their beneficiaries, with the 
exclusive purpose of providing benefits to them; 
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 Carrying out their duties with skill, prudence, and diligence; 

 Following the plan documents; 

 Diversifying plan investments; 

 Ensuring expenses are reasonable; and 

 Avoiding conflicts of interest. 

A fiduciary also is responsible for selecting the administrative recordkeeper and the 
investment options, and for monitoring their performance. 

29. My funds are in TIAA-CREF and I felt I had control over my account. Can the 
University force me to move my funds to Fidelity? 

Current investments in TIAA CREF’s annuity products, such as TIAA Traditional and 
CREF Stock, are in individual contracts and so you can decide if you want to move the 
funds. However, TIAA-CREF mutual funds will be automatically transferred or “mapped” to 
the new investment menu based on a participant’s new investments election. If you don’t 
select your new investments, your TIAA-CREF mutual fund assets will be invested in a 
target date fund associated with your date of birth. This type of transition can be made at 
the University’s discretion since the University has fiduciary responsibility for the Plan. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The information contained  herein has been provided by the University of Notre Dame. 
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