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CORRESPONDENCE MEMORANDUM

DATE: October 11, 2012
TO: Wisconsin Deferred Compensation Board
FROM: Shelly Schueller, Director

Wisconsin Deferred Compensation Program

SUBJECT: FDIC Option Provider Notice of Termination and Request to Develop an
FDIC Option Provider Request for Proposal

The Board is asked to approve the development and release of a Request for
Proposals (RFP) for an FDIC option provider, based on notification the current
investment provider intends to terminate its contract with the Board.

In mid-September, the bank providing the Federal Deposit Insurance Corporation
(FDIC) investment option gave notice that it intends to terminate the agreement with the
Board to offer the FDIC option as of November 2013.

For your reference, attached is a copy of the letter, the Board’s current FDIC contract
and the Investment Policy Statement (IPS). As indicated in the IPS, fixed income
investments such as an FDIC investment must meet the Board’s minimum criteria and
are to be selected from a competitive request RFP process. Therefore, staff is
requesting approval from the Board to begin drafting an RFP for a new FDIC option
provider, and also recommends the Board consider delegating release approval of the
RFP to the Board Chair.

Department staff and representatives from M&I Bank/BMO Harris, the current provider,
will attend the November 6, 2012, meeting to discuss this and answer questions.

Attachments: M&l Bank termination notice dated September 17, 2012
Board agreement
Investment Policy Statement

Board Mtg Date Item #

Reviewed and approved by Matt Stohr, Administrator DC 11/6/12 6b
Division of Retirement Services

W utt— el ——— 101612

Signature Date




One West Mafn Street

September 17, 2012 Madison, Wl 53703-3347

VIA U.S. MAIL

State of Wisconsin

Deferred Compensation Board

201 East Washington Avenue

P. 0. Box 7931

Madison, W153707

Attn: Deferred Compensation Director

Re: Notice of Termination of State of Wisconsin Deferred Compensation Program
Agreement

Dear Director:

The State of Wisconsin Deferred Compensation Board, Great-West Life & Annuity Insurance
Company, and M&l Marshall & llsley Bank entered into a Deferred Compensation Program
Agreement for the Deposit of Deferred Compensation Funds {the "Agreement”) with an
effective date of December 1, 2005.

in accordance with Section XVIII of the Agreement, M&i Bank, a part of BMO Financial Group,
hereby provides notice that the Agreement will not be renewed, and will be terminated,
effective at the end of its current term, i.e., as of November 30, 2013. If you are interested in
accelerating the termination date, please let us know and we will be happy to work with you on
this issue.

We have appreciated our past relationship. If you have any questions, please do not hesitate to
contact us at your earliest convenience. We look forward to working cooperatively with you for
the transfer of any deposited funds in accordance with your directions. '

Sincerely, ‘
8 A Stie eagoar
K A AL~
Douglas Nelson Roxanne Brazeau 4
Regional President Vice President
(608) 252-5922 (608) 252-5946
cc: Great-West Life & Annuity Insurance Company

Great-West Retirement Services

Executive Vice President ' @EC&EVED
8515 East Orchard Road 10T2 S

Greenwood Village, CO 80111 EP 20 2017

BMO " | A part of BMO Financial Group | MPLOYEE TRUST Fuips

| FICE OF THE 88 CrETpRY
}4&! is a trade name used by BMO Harris Bank b.A. and its affifiates.




BANK

STATE OF WISCONSIN DEFERRED COMPENSATION PROGRAM
AGREEMENT
FOR THE DEPOSIT OF DEFERRED COMPENSATION FUNDS

‘.
This Agreement, effective the IL day of December, 2005, between the State of
Wisconsin (“State”) through its Deferred Compensation Board (“Board”), Great-West Life &
Annuity Insurance Company (“Great West”), and M&I Marshall & Tlsley Bank, (“M&I Bank™).

Whereas, the State of Wisconsin has established the State of Wlsconsm Deferred
Compensatlon Program (“Program™); and,

"Whereas, the Board has appomted Great West (referred to herein variously as Great
West or “Program Administrator”), a duly registered insurance company with its headquarters in
Greenwood Village, Colorado to act as administrator for the Program; and,

‘Whereas, the Board desires to include a savings option under the Program; and,

. Whereas, M&I Bank agrees to provide the savings option;

Now, therefore, in consideration of the premises contained herein, the parties hereby
agree as follows:

L Definitions
A. Board means the State of Wisconsin Deferred Compensation Board.
B. Great West Agreement means the Administrative Service Contract between the
State of Wisconsin Deferred Compensation Board and Great West effective

December 1, 2003, as subsequently amended.

C. Participant means an eligible employee enrolled in the State of Wisconsin Deferred
Compensation Program.

D. Program means the Deferred Compensation Program adopted by the Board.

E. Program Administrator means Great West.

F. Savings Account or Indexed Account means a Participant’s Deferred Compensation
Account with the Program Administrator wherein the funds are on deposit with M&I
Bank in the name of the State of Wisconsin Deferred Compensation Program.

G. State Account means one or more aggregate accounts maintained by M&I Bank on

behalf of the State for all amounts allocated to the savings option under the Program
by Participants.

Products and services subject to credit/bank approval.

WKT630-260-805 (8/05)
22005 Marshall & llsley Corporation




IT. Confidentiality of Information

All information concerning the Program and Participants is the sole property of the
State. M&I Bank shall maintain the confidentiality of information normally considered
confidential, which is supplied to it or generated as a result of said Program, except under the
following circumstances:

A. Information required to be supplied in connection with legal proceeding;
B. Reporting requests or requirements of governmental services;

C. Disclosure of such information to its employees and agents as necessary to perform
its duties and responsibilities under the Program and this Agreement and;

D. Disclosure of such information as required by law.
1118 Availability of Records for Audit

Mé&I Bank shall, upon reasonable notice, make the Program account records available
for andit by the Program Administrator or the State of Wisconsin during regular business hours at
the place where such records are routinely kept or, at the discretion of auditors, Program account
records shall be furnished to auditors for use at the auditor’s work place on magnetic media in a
format acceptable to both parties.

M&I Bank shall provide timely and accurate responses to audit confirmations and
other requests for Program information maintained under this Agreement in connection with the
annual financial and compliance audits of the Program by an independent auditing firm and/or the
Program Administrator, the State of Wisconsin and/or their designated representative.

IV.  Reimbursement of Expenses

For each Program year, M&I Bank agrees to reimburse the Program Administrator for its
share of expense incurred on behalf of the Program for promotional material, not to exceed
$5,000 per calendar year. M&I Bank’s annual share shall be based upon M&I Bank’s
proportionate share of the previous Program year’s total investments calculated as of the last day
of the Program Year. Said reimbursement shall be paid to the Program Administrator within
thirty (30) days of receipt of an invoice from the Program Administrator,

V. . Program/Contract Termination

In the event that the State of Wisconsin terminates the Program, or terminates M&T
Bank’s participation in the Program for cause, M&I Bank shall, upon written request by the State
of Wisconsin, disburse all fands of the Program on deposit with M&I Bank to the alternative
vehicle depository designated by the Board within thirty (30) days of rccelpt of such request, by
wire transfer. :

Upon expiration of this Agreement after its initial or any renewal term hereof, M&I Bank
shall wire all funds on deposit pursuant to this Agreement, to the depository institution designated
* by the Board, on the next business day following the date of expiration of this Agreement.



V1. State Accounts

Mé&T Bank will maintain the following two (2) aggregate accounts (State Accounts) for
all amounts allocated to the savings option under the Program. The State Accounts will be
subject to each applicable provision cited in the Program and will have the following
characteristics;

A. One (1) NOW Account

(1) The Program’s NOW Account shall maintain a target balance as determined
from time to time by M&I (the “Target Balance.”) The Target Balance will -
initially be $500,000. The Target Balance may be changed at M&I Bank’s
sole discretion at any time during the Agreement. Should M&I Bank
determine that a change is necessary, it will take steps to notify the Board
through the Department of Employee Trust Funds and the Program
Administrator before such change is made, if practical, or as soon as
commercially reasonable thereafter. At least once a week, a transfer will be
conducted by M&I with and between the Program’s Money Market Account,
either crediting or debiting the NOW Account as needed, to reset the account
to the Target Balance

(2) As determined in 2-275 of the Federal Reserve Board’s Interpretations of
Regulation D, funds where the entire beneficial interest is held by
individuals, including funds such as the one contemplated in this Agreement,
are eligible for NOW Accounts. As long as the State Account maintains
NOW Account eligibility, it will not be subject to the savings account
transfer restrictions in Regulation I) and discussed in Section VIIL.

(3) The Program’s NOW Account shaH have 100% liquidity.
B. One (1) Money Market Account

(1) The Program shall maintain a Moncy Market Account for all balances in
excess of the NOW Account Target Balance. At least once a week, a transfer
will be conducted by M&I with and between the Program’s NOW Account,
either crediting or debiting the NOW Account as needed, to reset the account
to the Target Balance.

- (2) The Program’s Money Market Account shall have 100% liquidity., Funds
may be withdrawn at any time subject to the restrictions on certain
withdrawal methods set forth in Federal Reserve Board Regulation I,
including that there may be no more than six pre-authorized transfers of
which three may be by check. It is not anticipated that any Participant
withdrawal would occur at this level and any transfers would occur internally
between M&I accounts.

C. Interest Rate(s)

{ 1)' The Program’s NOW Account and Money Market Account shall have a
guaranteed interest rate defermined from time to time in accordance with this



section. The interest rate shall be a blended rate , calculated using the
formula set forth in this (C)(1), except for the period addressed in (C)(2):

(D A fixed rate based on the 12 month London Interbank Offered Rate
' Index (“LIBOR”), not to exceed the remaining term of this
Agreement, less a spread of .40% to be reset annually; and

(ii) A floating rate based on the 3 month LIBOR, not to exceed the
remaining term of this Agreement, less a spread of .40%, to be reset
quarterly. '

(iii)  The LIBOR used to calculate the fixed and floating rates will be
determined by nationally published sources as of two (2) business
days prior to their respective interest rate reset dates.

' (2) During the period between the effective date of this Agreement and January

1, 2006, a “blended rate” will be determined by applying the fixed rate as set
forth in (CY1)(i) above to 25% of the assets on deposit in the State Accounts,
less a spread of .25% rather than .40%, and applying the floating ratec as set
forth in (C)(1)(ii) above to the remaining 75% of the assets on deposit in the
State Accounts, less a spread of .25% rather than .40%. The resulting
“blended rate” will be applied to all Participant Savings Account balances.

(3) For the calendar year beginning January 1, 2006, the “blended rate” will be
. calculated by applying the fixed rate to 50% of the assets on deposit in the
State Accounts, less a spread as set forth in (C)(1)(i), and applying the
floating rate to 50% of the assets on deposit in the State Accounts, less a
spread as set forth in (C)(1)(ii). The resulting “blended rate” will be applied
to all Participant Savings Account balances.

' (4) Effective January 1% of every year during the term of this Agrecment, the

State may, upon thirty (30) days notice, provide M&I Bank a new dollar
amount (or percentage) to receive the fixed rate calculation with the
remaining balance receiving the floating rate for the following year. If the
State fails to notify M&I Bank of any changes in accordance with this
section, M&T Bank will assume no changes are desired and no changes will
be made in the “blended rate” calculation for the following year.

(5) The rate will be adjusted for monthly compounding and actual/365/day count-
basis (actual/366 day count basis for leap years).

(6) Interest will accrue daily, on an actual/365 days basis (actual/366 day basis
for leap years), will be credited monthly on the last day of the month, and
will be automatically reinvested to allow for monthly compounding.

(7) Mé&1 Bank must change its blended interest rate quarterly, in accordance
with (1) above, and must phone, or send via facsimile or e-mail by 9:00 am.,
Eastern Standard Time, this rate to the Program Administrator at least two
(2) business days prior to the first business day of the calendar quarter for
which such new rate is to be effective, with written confirmation to follow to
the Program Administrator and the Board (through the Department of



Employee Trust Funds) within five (5) business days. The interest rate so

determined shall apply to all funds on deposit in the State Accounts during

the succeeding calendar quarter and shall be net of all fees and charges,
including any additional FDIC premivm rates.

D. Titling

Title and ownership of the State Accounts shall be held in the name “State of
Wisconsin Deferred Compensation Program,” or, as otherwise specified by the
State. The State may appoint a custodian to receive any passbooks, investment
certificates or other evidences of ownership of the State Account,

Great West will maintain individual account records applicable to each Program Participant.

VII. Insurance

The aggregate account established with M&I Bank under the Program into which
Participants’ deferrals are deposited, shall be insured by the Federal Deposit Insurance
Corporation (FDIC), a federal government agency. Such FDIC insurance coverage.shall be the
maximum permitted from time to time by law, and shall “pass through” to individual participants
under the Program.

M&I Bank represents that it complies with the applicable statutory and FDIC regulatory
requirements in connection with the availability of “pass through” insurance for the Program,
which are:

A. The Program is a retirement or other employee benefit Program.
B. Mé&I Bank is permitted to accept brokered deposits pursuant to 12 U.S.C. §1831f.

C. Tf M&I Bank may not accept brokered deposits pursuant to the above statutory
requirement, then M&I Bank must meet all applicable capital standard requirements
and will provide a written statement, from the institution to the depositor, indicating
that such deposits are eligible for insurance coverage on a pass-through basis.

D. M&I Bank currently has administrative rules prescribed for the recognition of deposit
account ownership in a fiduciary relationship, since the relationship will be expressly
disclosed by way of specific references in the deposit account records of M&I Bank.,

E. M&IBank will eitlier keep the details of the relationship and the interest of the other
parties in the account ascertainable either from the deposit account records of the
Bank or from the records maintained, in good faith and in the regular course of
business, by the depositor or by some person or entity that has undertaken to maintain
such records for the depositor.

M&I Bank agrees to notify the State within 15 calendar days of the occurrence of any of
the following changes: its ability to offer FDIC “pass through” insurance changes; its ability to
receive “brokered deposits” changes; or any downgrading occurs to its “Risk Adjusted Capital
‘Ratio,” or other ratios which might jeopardize its capitalization requirements with the FDIC and,
where applicable, will prov1de the State with a-copy of its capital restoration plan pursuant to 12
U.S.C. §18310.



VIIi. Transfers and Exchanges

So long as the Program maintains NOW Account eligibility as defined in Regulation D
and 2-275 of the Federal Reserve Board’s interpretation thereof, M&I Bank agrees to allow free
and immediate transferability from the M&I Bank Accounts to any other investment optlon under
the Program. Except as otherwise provided in this Agréement, M&I Bank agrees not to impose
any charges or other limitations on transfers and/or withdrawals from the Program’s account and
will release the funds the same day if it receives timely instructions from the Administrator. Any
contrary provision of this Agreement notwithstanding, however, M&I Bank reserves the right, in
accordance with federal law and regulations, to require a seven (7) day advance notice of
withdrawal of any funds on deposit, provided that this requirement would be imposed only in
connection with a general imposition of this requirement of M&I Bank savings deposit accounts,
as defined under Federal Reserve Board Regulation D. The Program’s Money Market Account
will be subject to the transfer restrictions in Regulation D specifically, no more than six pre-
authorized transfers will be allowed, of which three may be by check.

IX. Wire Transfer

M&I Bank shall wire monies or withdrawals on'the same day it receives
instructions from the Administrator, provided that M&I Bank receives the wire instructions prior
t0 10:00 a.m. (Wisconsin time). If the wire instructions are not received prior to 10:00 a.m.
(Wisconsin time) or if the Administrator notifies M&I Bank of a delay, the monies will be
remitted the next business day. The Program Administrator shall provide M&I Bank with
instructions on wiring funds. No charges for wire transfers will be borne by the Program
Administrator, the State or the Program. The parties agree that, except under unusual
circumstances, only one wire transfer of withdrawn funds shall be required on each business day.
The date of the transfer will be the date on which M&I Bank is notified by Great West to effect
the transfer.

X. Communication with Participants and Prospective Enrollees

The Program Administrator will be responsible for a nonpartisan presentation of all
options under the State of Wisconsin Deferred Compensation Program and will also make certain
that all information contained therein complies with applicable laws and regulatory requirements
under Section 457 of the Internal Revenue Code. The information presented by Great West shall
not constitute “investment and/or tax advice” upon which the parties may rely. M&I Bank will
obtain the Board’s prior written approval for any advertising material purporting to explain the
Program and savings option under that Program. Any such material shall be forwarded to the
Board for approval, which shall not be unreasenably withheld, through the Department of
Employee Trust Funds. M&I Bank agrees to provide the Program Administrator with the
necessary information needed to prepare promotional materials for the Program and any other
information in its usual and customary format then requested by Great West in order to support
the Program admmlstratmn responsibilities.

M&I Bank shall be permitted, in its unrelated advertising to the public, to mention that it
provides the State’s FDIC savings option for the Program, provided M&I Bank receives the
Board’s prior approval utilizing the same procedure outlined above for approval of Program
related advertising materials. ‘



XL Program Enrollment

Direct employee contact for enrollment of Participants shall be performed by the
Program Administrator. The Program Administrator will establish an account for each
Participant allocating funds to the M&I Bank option, and questions regarding Participants’
accounts shall be handled by the Program Administrator. The Program Administrator and/or the
State shall at all times maintain current and accurate records (in accordance with 12 CFR §330.4),
from which the identity and beneficial interest in the savings option account of each Participant
can be readily ascertained.

XII.  Deferral, Crediting and Confirmation

The Program Administrator will wire funds to M&I Bank not later than the business
day following the date such funds are received by Great West. In the event that the funds cannot
be wired within such time period, due to problems with the Federal Reserve Wire System or
holidays, the funds will be wired the next business day. M&I Bank agrees to accept and to credit
such funds on the date received by M&I Bank, provided the transfer is received by M&I Bank
prior to 3:00 p.m. (Wisconsin time). The parties agree that, except under unusual circumstances,
only one wire transfer of funds for deposit shall be made on each business day. '

M&T Bank agrees to provide Great West a confirmation of deposits processed as
Received, within five (5) business days of receipt, or within such shorter period as agreed upon
by the parties in order for Great West to meet its obligation to the State, If Great West desires
next day confirmation, such confirmation can be provided through M&I’s website. In order to
obtain access to that site, Great West would need to enter a separate agreement with M&I Bank
that will be made available upon request.

XIIL- Reports and Record

Mé&I Bank agrees to provide Great West a monthly report within fifteen (15) calendar
days following the end of each month outlining monthly transactions activity for deposits,
withdrawals, and investment performance of the State Account, and any information Great West
may reasonably require to enable it to discharge its financial reporting responsibilities under this
Agreement. M&I Bank also agrees to provide the State with a quarterly report, within thirty (30)
days of the end of each quarter, to include information reasonably requested by the State to
determine the credit worthiness of M&I Bank.

XIV. Statements and Taxes

Great West shall prepare and furnish statements of Participants’ accounts pursuant to the
terms of the Great West Administrative Agreement. Great West shall provide quarterly
statements which show current period deposits, earnings, investment options, and account values
for each Participant. Great West is responsible for calculating withholding taxes on any payment
made under the Program, shall prepare all W-2 or other forms required by law for Participants in
the State of Wisconsin Deferred Compensation Program, and shall timely transmit said forms to
the Participants. Great West shall be responsible to ensure timely deposits of all taxes withheld
with the applicable taxing authority. .



XV. Notice or Approvals

Any notices or approvals required or permitted under this Agreement must be in writing,
except as otherwise expressly provided in this Agreement, and will be effective if delivered to or
mailed to the address set forth below:

State of Wisconsin

Deferred Compensation Board

801 West Badger Road

P.O. Box 7931

Madison, Wisconsin 53707-7931
Aftention: Deferred Compensation Director

Great-West Life & Annuity Insurance Company
Great-West Retirement Services

Executive Vice President

8515 E. Orchard Road 10T2 Greenwood Village, CO 80111
Cc: Law Department 273 '

Mé&I Marshall & Tisley Bank
770 North Water Street
Milwaukee, Wisconsin 53202
Aftention: Corporate Treasury

XVI1. Indemnification

Great West shall hold M&I Bank harmless and shall indemnify M&I Bank, including
the payment of any court cost and attorney’s fees incurred by M&I Bank in its defense, from
claims resulting from the negligence, malfeasance, or misfeasance of Great West, its agents and
employees in the processing of funds pursuant to this Agreement.

M&I Baxik shall hold the State of Wisconsin and Great West harmless and indemnify
them for any losses incurred through its failure to perform its obligations under this Agreement,
whether through negligence, malfeasance or misfeasance of M&I Bank, its agents or employees.

XVII. Applicable Law

This Agreement shall be construed according to the law of the State of Wisconsin.
XV, Term and Renewal

This Agreement shall be effective for a period of twelve (12) months beginning
" with the effective date of this Agreement, and is automatically renewable for successive twelve
(12) months periods in the absence of written notice of non-renewal given to M&I Bank by the

State, or given to the State by M&I Bank, at least ninety (90) days prior to the end of the initial or
any renewal term.



XIX, Termination for Cause

This Agreement may be terminated for cause by the State, upon the provision of thirty
(30) days prior written notice and right to cure to M&I Bank, identifying such cause which shall
include, but not be limited to the following: failure to perform any provision of this Agreement;
or M&I Bank’s ineligibility to provide “pass through” of Federal Deposit Insurance coverage in
the maximum amount then provided by law,

In Witness Whereof, this Agreement is executed on the date set forth herein.

State of Wisconsin Deferyed ompensation Beard

. ¥
. By: T (222N
Date: (// fac![/;ﬂﬁé Title: C ;\ CL‘\ r \

<
M&I Marshall & Tsley Bank
By: _ TMZ}? S }V{’—\

Date: lk! 30og Title:  Pecsioes b

ewioh e
Date: 13- 30-08 Tiﬂéi/ CHigl. ICE /J/QF’S( Desr

MWI1038815_6.DOC



Wisconsin Deferred Compensation Program
Deferred Compensation Board
Investment Policy Statement

Approved by the Deferred Compensation Board November 1998
Revised February 2005

Objective

The Wisconsin Deferred Compensation Program (WDC) will provide participants with the ability
to invest pre-tax income in a broad range of investment alternatives with diverse risk and return
characteristics. The Deferred Compensation Board’s goal is to ensure the WDC offers sufficient
investment choices to meet participants’ needs when establishing their personal retirement
savings portfolio.

Investment Spectrum

The Board will maintain a core investment spectrum, normally between eight and twenty
options, to ensure sufficient choices are available and are reasonable in number to allow the
average participant to decide which options best meet their personal needs. The spectrum will
be comprised of fixed options and publicly traded mutual fund options from the following
categories:

1. Fixed income/cash investments - FDIC insured bank account option, stable value fund, or
money market mutual fund.

2. Bond mutual funds - government or corporate bond funds, domestic or international, active
or passive management.

3. Balanced mutual fund — combining equity and bond investments in one option.

4. Domestic large cap equity mutual funds — including both active and passive (index)
investments; funds with investment objectives that may include: growth and income, growth,
aggressive growth, value, and blend of growth and value.

5. Domestic small and mid cap equity mutual funds — growth, value or blend.
6. International or foreign equity mutual funds — growth, value or blend.

7. Lifecycle funds — age-based portfolios for multiple time horizons.

Selection Process

The Board may from time to time provide additional investment alternatives and may change the
categories of funds offered to maintain a broad spectrum to address participants’ changing
needs or changes to the investment industry. The Board has established minimum criteria for
selecting and evaluating the options offered by the WDC.

Mutual fund options are selected from the universe of publicly traded funds through a
comprehensive search process. For an option to be considered for the WDC, it must meet the
established minimum requirements in regard to: asset size, years in operation, costs (expense
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ratio and sales fees), and historical performance. Once the initial screening has occurred,
options are further analyzed based on criteria that includes, but is not limited to: short and long
term performance as compared to peer group average and benchmarks, risk/return
measurements, manager tenure, and industry ratings (such as Morningstar). Fixed income
investments must also meet minimum criteria established by the Board (see attachment 1) and
are selected from a competitive request for proposal process.

Evaluation Process

To ensure options continue to be suitable for offering to WDC patrticipants and are consistent
with the established investment policy, the Board completes a comprehensive evaluation each
year.

Performance benchmarks are specifically established for each investment option and include a
comparison to their peer group average, an appropriate index measurement, and an internal
benchmark identified by the fund manager. Volatility is also measured by an analysis of risk
versus return.

If the Board determines an option is no longer acceptable for continued offering, the Board may
close the investment to new participant elections or initiate the process to phase the option out
of the WDC and require participants to move account balances to an alternate choice. The
steps in the review process are as follows:

1. A determination is made that a fund is unacceptable for offering. The Board can either close
the fund to new elections and proceed with step 2, or initiate the phase out process to
remove the fund from the WDC and skip step 2 and 3 and go directly to step 4.

2. As aresult of the next year’'s annual review, if it is determined to once again be acceptable,
the fund is re-opened to participant elections.

3. If improvements have occurred but it is not completely meeting all established criteria and/or
there are remaining questions about its performance in can be continued in it's current
closed status for an additional year.

4. If the review demonstrates that the fund continues to be unacceptable for offering, the Board
can initiate the process to phase it out of the WDC over a minimum of a one-year period (as
required in Wisconsin Administrative Code ETF 70.08(3).

5. Participants are instructed to re-direct deferrals to an alternate choice within a period of not
less than six-months from the original notification. If this action is not taken, deferrals being
directed into the option being removed will automatically be redirected to an alternate option
as designated by the Board.

6. Participants are instructed to transfer existing balances to an alternate choice within a period
of not less than one year from the original notification. If this action is not taken, account
balances not exchanged out of the option being removed will automatically be redirected to
an alternate option as designated by the Board.
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Responsibilities

Deferred Compensation Board — The Board is responsible for selecting appropriate investment
options for offering by the WDC and monitoring the selections to ensure they continue to be
acceptable for long-term retirement savings.

Investment Providers — The companies contracted to provide an investment option to the WDC
are responsible for following the investment objectives that were either, identified during the
competitive bid process (for fixed income options) or stated in their fund prospectus (for mutual
funds).

Department of Employee Trust Funds and Administrative Services Provider Staff — Staff is
responsible for completing the annual evaluation to monitor the WDC investment choices and
providing sufficient analysis and information on which the Board can base decisions regarding
maintaining, removing or adding investment options to the WDC. Staff is also responsible for
providing sufficient information about the available investment choices and how to structure a
retirement savings portfolio to enable participants to make informed decisions.

Participants — Investment decisions are the full responsibility of participants and their
beneficiaries. Although the Board monitors the options that are being made available,
participants are responsible for deciding which, if any, of the available choices are the most
appropriate for their supplemental retirement savings needs.
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Minimum Criteria for Selecting and Evaluating Fixed Income Options

Bank Option

FDIC insured
Capital ratio as required by US government to maintain FDIC coverage
Minimum size - $1 billion in assets

Insurance Option

Top rating received by at least 2 rating agencies

No rating below a Double A or equivalent

Total capital (equivalent to total assets minus total liabilities) equal to at least
5% of invested assets

High risk assets (non-investment grade bonds and non-performing real
estate loans and investments) under 200% of total capital

Performance returns compared to blended 5-year Treasury rates, or other
index as appropriate

Stable Value Fund
Manager

Minimum five years experience managing stable value assets
Minimum $2 billion in discretionary assets under management
Investment guidelines and performance benchmark as approved by Board

Minimum Criteria for Selecting and Evaluating Mutual Fund Options

Selection Criteria:
Requirements
apply to all mutual
funds unless
specifically waived

Minimum 5 year operating history — may be waived for index funds
Expense ratio [internal expense charge plus any 12(b)1 fee] not greater than
the mean for the appropriate peer group

5-year rolling average performance must equal or exceed appropriate
benchmark or index

Minimum total asset size of $400 million — may be waived for certain
categories of funds

Anticipated WDC assets not greater than 5% of total fund (determined by
comparing current WDC asset levels in a comparable fund)

No loads or sales charges unless they are waived for the WDC

Not a sector fund

Monitoring
Criteria:
Requirements
apply to all mutual
funds unless
specifically waived

Performance must meet or exceed one or more of established benchmarks —
benchmarks used include, but are not limited to 1) peer group average, 2)
appropriate index as determined by Board, and 3) internal benchmark
assigned by fund manager.

For specialty funds selected for reasons other than performance (e.g.,
socially responsive funds or lifecycle funds), performance will only be
evaluated based on a comparison to the funds peer group of funds with
same specialty objective. [Participants will be fully advised that fund is
selected for reasons other than investment returns.]

WDC assets in fund no greater than 10% of the total mutual fund assets
After 5 years in WDC, minimum of 3% of participants or 3% of assets.
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